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HOLDING THE CFPB ACCOUNTABLE: REVIEW 
OF SEMI-ANNUAL REPORT TO CONGRESS 


THURSDAY, SEPTEMBER 13, 2012 

U.S. Senate, 

Committee on Banking, Housing, and Urban Affairs, 

Washington, DC. 

The Committee met at 10:05 a.m., in room 538, Dirksen Senate 
Office Building, Hon. Jeff Merkley, presiding. 

OPENING STATEMENT OF SENATOR JEFF MERKLEY 

Senator Merkley. The hearing of the Committee on Banking, 
Housing, and Urban Affairs will come to order. 

I am delighted that we can have this chance to hear from Rich- 
ard Cordray, the Director of the Consumer Financial Protection Bu- 
reau, and the occasion is his first, I believe, Semi-Annual Report 
to Congress, so a tradition that we will have ahead. 

Chairman Johnson is unavailable to attend this morning’s hear- 
ing. He wanted me to personally thank you, Mr. Cordray, for being 
here and to commend you and your team for all of their superb 
work. He also asked that I submit his statement for the record. 

Today is September 13, two days short of the 4-year anniversary 
of the collapse of Lehman Brothers and the monumental efforts 
that started thereafter to prevent our financial system, and with it 
our entire economy, from collapsing, and I think it is appropriate 
to reflect on the many causes that contributed to that, issues of fi- 
nancial supervision, monetary policy failures, challenges with too 
big to fail banks, issues with the GSEs, issues with predatory mort- 
gages with exploding interest rates, banks and nonbank financial 
companies making high-risk bets, interlocking chains of deriva- 
tives, regulatory shopping or regulatory arbitrage, credit rating 
agencies with conflicts of interest, securitization of products with- 
out adequate disclosure and in some cases with substantial con- 
flicts of interest with sellers betting on the security or swap’s fail- 
ure. It is a long list. 

But the point is short and simple. There were a large number of 
serious flaws in our financial architecture that came to light in 
2008, serious flaws that the market by itself could not correct. We 
have taken steps to set our Nation’s economy and regulatory sys- 
tem on a different path, but those steps require continuous moni- 
toring and improvements along the way. 

No matter how you slice it, consumer protection failures were at 
the heart of the last financial crisis. They were not the only cause, 
and consumer protection is not the only solution, but it is an essen- 
tial part of the puzzle. And consumer protection is right, simply on 
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the grounds of treating a family fairly, the way any one of us would 
want to be treated when buying a home or car, paying our credit 
card bill, or engaging in any other financial transaction where real 
money for hard-working families is at stake. 

The mission of the Consumer Financial Protection Bureau is to 
do that, to establish a marketplace where firms compete freely and 
fairly so that consumers can make intelligent decisions for them- 
selves. The point is that consumers — students, families, older per- 
sons, veterans, servicemembers, minority communities, all of us — 
ought to have a shot at building a strong financial foundation for 
themselves and their families. When we do this, the benefits of our 
consuming and our saving multiply outwards to the economy, help- 
ing to build a vibrant, broad-based economy in the 21st century. 
And when we do not, the rest of the economy, built on the backs 
of the financial actions of millions of ordinary families, becomes un- 
stable and unreliable, as we saw in 2008, outright hazardous. 

I think your annual report suggests that we are well on our way 
to building an agency that can fulfill its mission, a mission that be- 
fore its creation was too often ignored. I think Members of the 
Committee look forward to digging in more deeply on the points 
you will be making today and the important challenge of empow- 
ering consumers and creating a financial foundation on which fami- 
lies can thrive. 

With that, I would like to turn over the microphone to Ranking 
Member Shelby for his statement. 

STATEMENT OF SENATOR RICHARD C. SHELBY 

Senator Shelby. Thank you, Mr. Chairman. Good morning, Mr. 
Cordray. 

Today, as the Chairman has pointed out, we will hear from Rich- 
ard Cordray, the Director of the Bureau of Consumer Financial 
Protection. The majority has titled this hearing, “Holding the 
CFPB Accountable”. Nevertheless, Mr. Cordray appears before us, 
as always, completely immune from Congressional oversight, ex- 
cept, of course, we are permitted to ask him questions, like today. 
Such questions are especially important now because the Bureau’s 
activities in its first year likely overshadow its activities in the 
years to come. 

Of particular interest here to me is how the Bureau has exer- 
cised its authority thus far. For example, recently, the Bureau 
issued a proposed rule on mortgage disclosures. Very deep within 
its 1,100 pages, the Bureau expressed concern over a particular dis- 
closure required by Dodd-Frank. The Bureau said that it found 
that the new disclosure, and I will quote, “would be difficult to cal- 
culate and explain to consumers, would not likely be helpful to con- 
sumers, and may distract consumers from more important disclo- 
sures,” their words. In response to this finding, the Bureau is con- 
sidering, as I understand it, exempting companies from complying 
with this requirement. 

This problematic statute, however, raises a more fundamental 
question, I think, about how the Bureau will address statutes that 
it determines to be harmful to consumers. In this case, the Bureau 
could ask Congress to amend a statute. Instead, the Bureau has in- 
terpreted its exemptive authority, I believe, so broadly that it be- 
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lieves it can just ignore the statute, ignore the law. Congress 
needs, I believe, to clearly understand the bounds of this authority 
as interpreted by Mr. Cordray here. After all, if the Bureau can 
easily ignore a statute, it raises the more serious question of 
whether Congress or the Bureau has the final say over what the 
law is. 

Today, I would also like to know more about the limitations on 
the Bureau’s spending authority. For example, Dodd-Frank granted 
the Bureau the power to set its own budget and spending priorities 
without any Congressional oversight. In addition to the funds that 
it receives from the Federal Reserve, the Bureau also controls the 
money in its Victims Relief Fund. Under Dodd-Frank, the Bureau 
is authorized to disburse any money paid into the fund that is not 
paid to the victims. Dodd-Frank only requires that such money be 
used, quote, “for the purposes of consumer education and financial 
literacy programs.” 

This is just another way that I believe that the Bureau is struc- 
tured differently from any other banking regulators. The OCC, the 
FDIC, and the Federal Reserve do not have such a slush fund. In- 
stead, they turn over the civil penalties that they collect to the 
United States Treasury. Accordingly, I would like to know how the 
Bureau will decide how the money in the fund will be allocated and 
whether such uses comply with the mandate of Dodd-Frank. Unfor- 
tunately, without significant reform, I believe there is little Con- 
gress can do, even if the Bureau misallocates or misuses these 
funds. Until that time comes, it appears that the most we can hope 
for is a hearing like today where we can merely ask questions. 

Thank you, Mr. Chairman. 

Senator Merkley. Are there any other Members of the Com- 
mittee who wish to make a brief opening statement? Senator 
Menendez. 

STATEMENT OF SENATOR ROBERT MENENDEZ 

Senator Menendez. Thank you, Mr. Chairman. 

I want to take this opportunity to congratulate you. Director, and 
Elizabeth Warren and the hundreds of dedicated Consumer Finan- 
cial Protection Bureau employees for the work of protecting con- 
sumers against big Wall Street banks, credit card companies, pay- 
day lenders, debt collectors. I think you and the CFPB have accom- 
plished a remarkable amount in a little over a year of existence. 
You set up a whole agency, hired hundreds of people, not an easy 
task. You got a very clean audit from the Government Account- 
ability Office, which is great for an agency in only its first year of 
existence. You set up an important process to take tens of thou- 
sands of complaints from the public about credit cards, mortgages, 
student loans, and other products. You created a simplified mort- 
gage disclosure form so consumers understand what kind of loan 
they are getting into and whether it is good for them, and that was 
widely praised by both borrowers and banks. You listened carefully 
to the stakeholders, including Members of Congress, and have been 
evenhanded in taking their concerns into account. And you began 
enforcing consumer protection laws already with an enormous ben- 
efit for consumers in the tens of millions of dollars in the Capital 
One deceptive marketing practice. 
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So you have done that despite the fact that many Members have 
fought tooth and nail against the Consumer Financial Protection 
Bureau. They fought to ensure that the agency did not exist. They 
fought for big carve-outs from it. They fought to ensure that no one 
would even become a Director. Even now, there are those who are 
fighting to defund or come up with new ways to overrule the Bu- 
reau however they can. 

But I know that the President and Congressional Democrats, in- 
cluding myself, fought hard to create this agency, and dismantling 
it or weakening it would be a terrible mistake. The devastating fi- 
nancial crisis we just went through would not have taken place if 
someone had been standing up for consumers instead of just Wall 
Street. Great consumer protections would have stopped the mort- 
gage lending tricks and traps for consumers. We should hold Wall 
Street lenders and providers of financial services accountable for 
whether they treat consumers fairly, and the Consumer Financial 
Protection Bureau is doing exactly that by setting clear rules of the 
road in the future and enforcing them where you have the power 
to do so. 

So I look forward to this hearing about the progress as well as 
about some issues that I want to raise and about you continuing 
your important mission. 

Thank you, Mr. Chairman. 

Senator Merkley. Is there anyone else who would like to make 
an opening statement? 

Without it, then we have the chance to get directly — Senator 
Hagan, do you have an opening statement you would like to make? 

Well, again, welcome, Mr. Cordray. We are delighted to have you 
here and it is your opportunity to make your statement. 

Senator Akaka. Mr. Chairman. 

Senator Merkley. Yes? Oh, Senator Akaka, do you have a state- 
ment? 

Senator Akaka. Yes. 

Senator Merkley. Excuse me. 

STATEMENT OF SENATOR DANIEL K. AKAKA 

Senator Akaka. Thank you very much, Mr. Chairman. Thank 
you for holding this hearing on the Semi-Annual Report to the Con- 
gress. 

I must say that in its first year, the CFPB, the Bureau, has 
made great, great strides in educating, empowering, and also pro- 
tecting our consumers in the financial marketplace. There is still 
much work to do and this hearing will certainly give us an oppor- 
tunity to know what you have done, what you have been doing, and 
maybe what can be done later on. 

But I wanted to take the time here to tell you I truly appreciate 
what you are doing and your staff, as well, in helping the con- 
sumers from Hawaii as well as in the country. So I look forward 
to hearing your testimony. 

Thank you, Mr. Chairman. 

Senator Merkley. I would like to remind my colleagues that the 
record will be open for the next 7 days for opening statements and 
any other materials that you would like to submit for the record. 
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And with that, Mr. Cordray, you may proceed with your testi- 
mony. 

STATEMENT OF RICHARD CORDRAY, DIRECTOR, CONSUMER 
FINANCIAL PROTECTION BUREAU 

Mr. Cordray. Thank you, Mr. Chairman, Ranking Member Shel- 
by, and Members of the Committee. Thank you for inviting me to 
testify today about the Semi-Annual Report of the Consumer Fi- 
nancial Protection Bureau. 

As I have said before, I still feel this way every chance we have 
to come at your invitation and speak to you about our work. We 
are eager to do that and we appreciate and respect and understand 
the importance of the oversight. 

Just over 1 year ago, the Consumer Bureau became the Nation’s 
first Federal agency focused solely on protecting consumers in the 
financial marketplace. The Semi-Annual Report we are discussing 
today covers our activities from January 1 through June 30 of this 
year. 

As the report shows, we have been using all the tools at our dis- 
posal to help protect consumers across this country. We pledge to 
continue our work to promote a fair, transparent, and competitive 
consumer financial marketplace. 

Through our regulatory tools, we have proposed smarter rules 
that will help fix the broken mortgage market with common sense 
solutions. We are writing rules that simplify mortgage disclosure 
forms and rules that make sure consumers do not receive mort- 
gages that they do not understand or cannot afford. Our rules will 
also bring greater transparency and accountability to mortgage 
servicing. And our careful process is that before we propose a rule, 
a team of attorneys, economists, and market experts evaluates its 
potential impacts, burdens, and benefits for consumers, providers, 
and the market. 

Our push for accountability extends beyond mortgage servicing. 
We are holding both banks and nonbanks accountable for following 
the law. Prior to my appointment, nonbanks had never been feder- 
ally supervised. The financial reform law specifically authorized us 
to supervise nonbanks in the markets of residential mortgages, 
payday loans, and private student loans. We also have the author- 
ity to supervise the “larger participants” among nonbanks in other 
consumer finance markets as defined by rule. So far, we have 
added credit reporting companies to this group. 

It is important for us to exercise sensible oversight of the con- 
sumer finance markets, but it is also important that we empower 
consumers themselves to make responsible financial decisions. Our 
“Know Before You Owe” campaign involves us working to make 
mortgages, credit cards, and student loans easier to understand. 
We also developed “Ask CFPB,” an interactive online data base 
with answers to consumers’ most frequently asked questions. We 
also launched a first-ever data base of individual complaints about 
financial products, starting with credit cards. Consumers can use 
the Web site to review and analyze information and draw their own 
conclusions about the customer service provided with these finan- 
cial products. 
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We also think it is important to engage directly with consumers 
so we know more about the struggles and frustrations they encoun- 
ter in their daily lives. The Bureau has held numerous field hear- 
ings across the country so we can talk face to face with consumers 
on a variety of topics. Our Web site has a feature called “Tell Your 
Story”, which encourages consumers to share with us their per- 
sonal stories to help inform our approach in addressing issues in 
the financial marketplace. And, perhaps most significantly, we help 
to resolve consumer disputes with lenders by taking complaints on 
our Web site at consumerfinance.gov, as well as by mail, fax, 
phone, and by referral from other agencies. As of September 3, we 
have received 72,297 consumer complaints about credit cards, 
mortgages, and other financial products and services, and the pace 
of complaints has been increasing over the past year. 

All of these processes — rulemaking, supervision, enforcement, 
and consumer engagement — provide us with valuable information 
about consumer financial markets. We engage in extensive out- 
reach to large and small institutions, including banks and 
nonbanks, to gather the best current information as we make pol- 
icy decisions. We pride ourselves on being a 21st century agency 
whose work is evidence-based. So we also conduct our own in-depth 
studies on consumer financial products, such as reverse mortgages 
and private student loans. We have issued public requests for infor- 
mation that seek input from consumers, industry, and other stake- 
holders on issues such as overdraft fees, prepaid cards, and the fi- 
nancial exploitation of seniors. 

The new Consumer Bureau has worked on all these projects 
while being fully engaged in startup activities to build a strong 
foundation for the future. The Bureau has worked to create an in- 
frastructure that promotes transparency, accountability, fairness, 
and service to the public. Our first year has been busy and full, 
and this report reflects considerable hard work done by people 
whom I greatly admire and respect. They are of the highest caliber 
and they are deeply dedicated to public service. We look forward 
to continuing to fulfill Congress’ vision of an agency that helps all 
Americans by improving the ways and means of their financial 
lives. 

Thank you. I will be glad to respond to all questions. 

Senator Merkley. Thank you very much for your testimony, and 
as we begin questions, I will ask the Clerk to put 5 minutes on the 
clock for each Member and I will jump in quickly here. 

You note that through those various ways that you solicit con- 
sumer feedback, I believe there have been 55,000 or so complaints. 
That is enough that I am sure you started to get a picture of what 
is happening across the country. And out of those complaints, if 
there were three or four issues that seem to rise above the rest in 
terms of citizen concern, what would those be? 

Mr. CORDRAY. Thank you, Mr. Chairman, for the question. Part 
of this reflects the fact that we have been staging in our ability to 
receive consumer complaints on different types of products. So we 
started with credit cards. We have added mortgages. We have now 
added private student loans and deposit accounts and a few other 
items, and we will be adding more as we go. 
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In the areas of mortgages and credit cards and student loans, 
which perhaps stick out the most, we have received the most com- 
plaints about mortgages. Frankly, I think this probably reflects the 
same thing you and your staff are finding, that people who call and 
contact your offices in need of help, sometimes desperately in need 
of help, are the same types of people who contact us. 

Lots of concerns about difficulties in paying their mortgage, what 
is happening when that occurs, whether there is any possibility of 
working out some sort of provision or plan to deal with the problem 
and the urgent crisis that creates for a family and a household. 
Various problems with mortgage servicers, which are the same 
kind — I know your staff and we experienced the frustration of deal- 
ing with some of the mortgage servicers who have, frankly, pro- 
vided poor customer service. It is a mixed bag. Some of them actu- 
ally do a decent job and some of them have not done a decent job. 
Those have been a lot of sources of complaints for us. 

On credit cards, I actually think it is notable that, from my 
standpoint, we have received fewer complaints than I would have 
expected. I think some of this has to do with the effects of the 
CARD Act. I think some of it has to do with a greater emphasis 
on customer service by the credit card companies themselves. I 
have been to a few of the processing centers where they take con- 
sumer complaints and they are working them very hard. And I 
would also say that they have been quite responsive to the Bureau 
and to the consumers we have directed to them in terms of pro- 
viding relief So I want to note that for the record. 

On student loans, it is similar to mortgages, where a lot of people 
are falling behind on student loans. A lot of people have crushing 
debt loads and they are finding it difficult to work with the party 
on the other side to try to understand what their payment options 
are, what their rights are, how they can try to manage the situa- 
tion, and how they can try to reach an appropriate resolution. 

Senator Merkley. Certainly, a piece of your work involves get- 
ting the fair playing field and eliminating deceptive or fraudulent 
practices. But another piece of it is on the front end, financial lit- 
eracy, financial education. I want to note that my colleague. Sen- 
ator Akaka, has been, I think, very visible and aggressively work- 
ing to tackle this topic for a very long time and I thank you. Sen- 
ator Akaka, for your leadership in this area. 

So now with your organization and your mission, which includes 
financial education or literacy, do you have some insights on what 
we should be concerned about or ways we can proceed to help our 
consumers be better at judging the opportunities they see in the 
marketplace? 

Mr. CoRDRAY. Thank you. Senator. This has been a particular 
passion for me going back to when I was an official in Ohio and 
we worked on getting it incorporated into the high school cur- 
riculum in Ohio, that every student should have personal finance 
education before they graduate from high school. That is now law 
in Ohio, should be law across the country. It is important for that 
to be the case. This is so important for people being functioning 
citizens of our society, that they are able to cope with their finan- 
cial affairs. It should be a passion of all of ours. 
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I have always been quick to say when I have been asked — some- 
times people ask me, I am the head of the consumer agency — do 
you not think consumers bear responsibility for their own deci- 
sions? I absolutely do. I think we all have to bear responsibility for 
our own decisions. Having said that, there are things we can do to 
make it more feasible for consumers to cope with some of the com- 
plexity of this marketplace. 

Our “Know Before You Owe” projects on mortgages, credit cards, 
and student loans are directed at reducing the gap between peo- 
ple’s capability and the difficulty of the decisions they are faced 
with. And I think that financial literacy efforts around the country 
are something that this Nation and the States and local school dis- 
tricts are going to have to pay more attention to. I think it is in 
the interest of employers to have employees who are not distracted 
by having various financial problems that make them risks in the 
marketplace. And I think we have the opportunity to work with 
churches and other institutions that, again, care deeply about the 
well being of their congregations and memberships and want to see 
them succeed, both materially and spiritually. I think this is quite 
important for this country. 

Senator Merkley. Well, thank you very much, and with that, I 
am going to invite Senator Shelby to continue. 

Senator Shelby. Thank you. 

Mr. Cordray, you used the word “complexity” just a second ago. 
We will get into some of this now. The Bureau has proposed elimi- 
nating the Dodd-Frank requirement that creditors disclose, quote, 
“total interest percentage” on mortgage disclosures. The Bureau 
states, as I understand it, that it is using its, quote, “exception and 
modification authority” under TILA Section 105(a) and (f) and 
Dodd-Frank Section 1032(a). Section 1032(a) does not, however, as 
I am sure you know this, contain the exception and modification 
language that appears in TILA Section 105(a) and (D. Do you be- 
lieve that there is an exception and modification authority in Sec- 
tion 1032(a)? 

Mr. Cordray. It is a very good question. Senator, and it is one 
that some of our lawyers have pored over, and I am sure there are 
lawyers outside the Bureau who have pored over it, as well. We do 
have exception authority under several different provisions of the 
statutes we administer, I believe including 

Senator Shelby. No, my question was, do you have it under Sec- 
tion — 

Mr. Cordray. Yes. 

Senator Shelby. 1032(a) 

Mr. Cordray. Including 1032(a), yes. 

Senator Shelby. And where is it in 1032(a)? 

Mr. Cordray. In 1032(a) 

Senator Shelby. Because I want my staff here to be listening to 
this, I know. 

Mr. Cordray. That is fine. Ten-thirty-two (a) — I will just read 
from the statute and try to annotate it as I go — says that the Bu- 
reau — the title of the section is “Disclosures” and it states that the 
Bureau “may prescribe rules to ensure that the features of any con- 
sumer financial product or service, both initially and over its term, 
are fully, accurately, and effectively disclosed to consumers in a 
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manner that permits consumers to understand the costs, benefits, 
and risks associated with the product or service in light of facts 
and circumstances.” 

It then goes on to describe model disclosures. It describes the 
basis for rulemaking. It describes safe harbor, that any covered 
person that uses a model form included with the rule issued under 
this section shall be deemed to be in compliance with respect to 
such model form. And then it talks about trial disclosure programs, 
which gives us some latitude to work up disclosure programs to 
test how consumers actually respond and address those issues. 

Senator Shelby. Mr. Cordray, let me ask you 

Mr. Cordray. Yes. 

Senator Shelby. this further question in this area. 

In other words, I assume you believe that the Bureau’s authority, 
from what you were just quoting, to write rules includes the au- 
thority to exempt and modify statutory requirements. That is trou- 
bling — 

Mr. Cordray. I think that it states 

Senator Shelby. ^because if a statute is clear 

Mr. Cordray. Yes. 

Senator Shelby. 1 do not believe you can change that by a 

rule. 

Mr. Cordray. Yes. I think that 

Senator Shelby. Do you disagree with me on that? 

Mr. Cordray. I think that the verbs you just 

Senator Shelby. No, I asked you a question. 

Mr. Cordray. Yes. 

Senator Shelby. Do you disagree that if the statute is clear, un- 
ambiguous, that you cannot change that statute by rule, you or 
anybody else? 

Mr. Cordray. OK 

Senator Shelby. No, I asked you a question. Yes or no? 

Mr. Cordray. May I answer and explain my answer? 

Senator Shelby. I hope so. 

Mr. Cordray. All right. 

Senator Shelby. I first want you to answer it and then explain. 
Mr. Cordray. Sure. So this is one provision of our statute. As 

you mentioned, the Truth In 

Senator Shelby. Well, you are not answering the question. 

Mr. Cordray. The Truth in Lending Act has other provisions. 
Some are more explicit than this. But what is clear is that Con- 
gress intends us here to write rules around disclosures and to clar- 
ify and interpret the laws that Congress has provided us with. I 
absolutely do not think we should ignore statutes, nor can we and 

we will be subject to judicial review 

Senator Shelby. Ignore or override 

Mr. Cordray. if we do that, so 

Senator Shelby. ^you cannot do that, can you? 

Mr. Cordray. Well, I will say, interestingly enough, there are 
many requests for us to consider using our exemption authority or 
our modification authority to consider how provisions of law actu- 
ally apply in a practical manner to different banks and other insti- 
tutions, and part of our rule writing function is to take comment 
from individuals and stakeholders across the spectrum and to con- 
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sider how best to apply the law to the rules because we have that 
delegated rulemaking authority. 

I would absolutely agree with the premise of your question, 
which is that the Consumer Bureau cannot ignore or rewrite the 
law. 

Senator Shelby. I hope you will not. 

Mr. CoRDRAY. We do not 

Senator Shelby. I hope you will not 

Mr. CoRDRAY. We do not believe we have that authority. 

Senator Shelby. It seems like that is what you are doing. I hope 
that is not what you are doing. If you do, we are going to hold you 
accountable. 

Mr. CoRDRAY. And you should do so and I fully welcome that, 
yes. 

Senator Shelby. I have got 9 seconds, I guess. 

[Laughter.] 

Senator Shelby. In your testimony on mortgage rules, you state 
that the Bureau has proposed smarter rules that will help fix the 
broken mortgage market with common sense solutions, your words. 
The mortgage rules proposed by the Bureau will impose huge com- 
pliance costs. Many of the rules number in the hundreds of pages 
and one rule exceeds a thousand pages. These costly and very com- 
plex rules present greater compliance challenges for small banks 
than for large banks, which have, as we all know, large compliance, 
have more money to fight and to play. 

Explain to us why these rules will not put small banks at a com- 
petitive disadvantage, because they provide so much for the Amer- 
ican people, especially small business. 

Mr. CoRDRAY. I share your outlook on that. Senator, and I have 
talked repeatedly to community bank groups and credit union 
groups. And, in fact, we have just 

Senator Shelby. How are you going to deal with it, then, if you 
share my concern? 

Mr. CoRDRAY. So, in a number of ways. First, we announced yes- 
terday that we have created a Community Bank Advisory Council 
and a Credit Union Advisory Council to give them a direct pipeline 
to us to talk about the kinds of concerns and issues they have 
about any sort of burdensome regulations and also about regu- 
latory uncertainty, which is another issue that they raise. 

Second, we do have the authority, and this is the exemption au- 
thority that you questioned earlier, to potentially exempt smaller 
institutions from rules that do not necessarily make as much sense 
to apply to them, given the community bank business model, which 
is a very responsible, in my view, model of lending and of dealing 
with customers. We have and will exercise that authority where we 
hear from small providers that they have great concern about the 
impact of potential rules and they have a persuasive case to make 
about how their business model does not implicate the concerns of 
that rule. We have used that in our mortgage servicing rules. We 
have used it in our mortgage loan origination rules. And we will 
use it where that is appropriate, again, subject to oversight from 
the Congress and subject to oversight from the courts. 

I think that this is appropriate because I have acknowledged and 
very much believe small providers did not create the problems that 
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led to the financial crisis. We should not solve the financial crisis 
by heaping unnecessary burdens upon them. Of course, the devil is 
always in the details of that, and we are working hard on those de- 
tails as we go. 

We just exempted thousands of small providers from our new re- 
mittance rule. They will not have to comply with it if they do fewer 
than 100 transactions per year. That was interpreting the “normal 
course of business” phrase that Congress used in the law. And we 
will continue to listen carefully to them and try to react and re- 
spond to them where we have authority to do so. 

That is our outlook and perspective and I am happy to come and 
speak to you any time you and your colleagues have concerns in 
that regard because I regard that as an important issue for us. 

Senator Shelby. Thank you, Mr. Chairman. 

Senator Merkley. Senator Reed. 

Senator Reed. Well, thank you very much, Mr. Chairman, and 
thank you, Mr. Cordray, for your excellent work. 

By my rough count, either you or your colleagues have been be- 
fore the Committee about 26 times. I mean, I know Holly Petraeus 
has been here a number of times leading the section with respect 
to military personnel, doing a superb job. So your interaction with 
Congress is quite frequent and, I think, represents your not only 
willingness, but understanding of the need to communicate with us 
and our understanding of the need to supervise your activities. 

The second point I want to mention, that you mentioned, is the 
“Know Before You Owe” program. One of the great powers that you 
wield is the power of informing consumers about choices they can 
make. When you go to ECON 101, one of the assumptions is both 
buyers and sellers have, quote, “perfect knowledge” of what is 
going on. And, frankly, one of the observations that, obvious from 
the crisis of 2008, 2009, was that it was a one-sided operation. Con- 
sumers had very little knowledge of products. There was no real se- 
rious attempt to inform them, et cetera. But I think what you are 
doing there is actually going to make markets more efficient and 
more competitive, and as a result, benefit not only the consumers, 
but the markets in general. So with those points, let me get to a 
specific question. 

You recently settled your first major enforcement action, which 
was with respect to the credit card operations of a bank, refunded 
$140 million to potential victims. So consumers got a rebate, essen- 
tially, from this mispractice. You required additional penalties of 
$25 million to your agency and also $30 million to OCC. And you 
have also published a compliance bulletin that puts other institu- 
tions on notice about deceptive marketing practices. 

Can you explain your approach to this enforcement action? And 
since this is the first one, I think it is appropriate for you to com- 
ment on it. And also, it appears to me and you might confirm that 
the individual entity essentially agreed that what they were doing 
was not consistent with the law. Is that fair? 

Mr. Cordray. Thank you. Senator, for the question. Let me talk 
a little bit about our approach to enforcement, and I always have 
to be a little careful in this area because specific investigations are 
nonpublic and it would not be fair to companies that are being in- 
vestigated to talk about those investigations when they may not 
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amount to anything in the end and they do not have a chance to 
speak for themselves. 

First, among the things that I think this first resolution illus- 
trates is our intention to give broad, but as specific as possible no- 
tice to all participants in the market about the concerns that we 
see that are potentially violations of law. And this particular occa- 
sion involved deceptive and misleading marketing of products, 
which is clearly in violation of longstanding law. But what that ac- 
tually means in marketing particular products can be a little dif- 
ficult or a gray area sometimes for people. I do not think it was 
here. But that is why we also issued a compliance bulletin to give 
people notice that they should think about their own programs and 
look at this in light of this. We also made the consent order very 
specific about particular problems that were identified here so that 
others would Imow whether they are running afoul of that or not. 

Second, I think this illustrates that we are trying to be very co- 
operative with our fellow Federal agencies, the other prudential 
regulators. I think it is important for us to go hand in glove as we 
address institutions, and we do not want institutions to have to be 
confused or have to deal with a situation where somebody is saying 
one thing, somebody is saying another thing. It is not good for any 
of us. It is not good for them. 

A third point I would make is that we attempted to shape the 
restitution to consumers so it would be as easy as possible for con- 
sumers to receive that restitution. There are many instances where 
consumers are entitled to some sort of relief but it is difficult for 
them to get to it. They are not aware of it. It is a hard process to 
get through. We want to make that easy. 

The other thing I want to say, and I want to say this very clearly 
and publicly because it got lost in the shuffle because of the atten- 
tion to our first enforcement action, the institution here. Capital 
One, responded, in my view, extremely responsibly to the problem 
when it was identified. When we spoke to their leading officials 
about what we had found, they were as distressed and concerned 
about it as we were and they stepped up immediately to take it 
head on, not to try to deny responsibility, not to try to minimize 
it, not to try to suggest somebody else was to blame, even though 
it involved third-party vendors. They addressed it. They resolved it. 
And they also then reviewed their other practices. If I were the 
head of such an institution, I would hope that is the way I would 
have handled the situation. I thought it was quite commendable. 
Some of that got lost in the shuffle. I wanted to have a chance to 
say that publicly. 

Senator Reed. So their responsible behavior has sort of set a 
standard, also, with respect to this enforcement action. And in ad- 
dition, your hope, I presume, from what you said, is that by identi- 
fying, this will give the opportunity for other companies in the field 
to self-correct and to adopt the same level of responsibility and 
business practice as Capital One. 

Mr. CORDRAY. We very much want and intend them to do that. 
They also are aware that we have supervisory authority and we 
will be looking closely at similar issues at other institutions, yes. 

Senator Reed. Thank you. 

Senator Merkley. Senator Crapo. 
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Senator Crapo. Thank you, Mr. Chairman, and Mr. Cordray. 

I am hearing a lot of concern about how Dodd-Frank will reduce 
the credit availability in the housing market because of some of the 
proposed rules, particularly for a qualified mortgage, the increased 
liability, and for the qualified residential mortgage that requires 
the 20 percent downpayment. What kind of analysis and coordina- 
tion is being undertaken to understand the impact of the cost and 
availability of mortgage credit between the interaction of the QM 
and the QRM proposed rules? 

Mr. Cordray. OK. Thank you for asking the question. It is an 
important question right now. It is one of the issues that involves 
a lot of time and effort at the Bureau, but rightly so. We are re- 
quired by law — Congress passed the law, we implement it — to write 
various mortgage rules that will attempt to improve some of the 
problems that were perceived in the mortgage market that helped 
lead to the financial meltdown and the resulting recession and cri- 
sis. There is no question that that was a problem, and part of the 
problem was you are regulating part of the mortgage market, but 
nonbanks who were very active in the market were not regulated. 
That was never going to work as a model. 

The rule you are asking about in particular, the qualified mort- 
gage rule, has to do with determining that there is an assessment 
made, a responsible assessment, of the ability to repay the mort- 
gage before it is made. You would think that might not be nec- 
essary. Why should a lending institution have to be told to pay at- 
tention to whether the borrower who they are lending money to is 
going to repay the loan? But in the lead-up to the financial crisis, 
we saw many, many mortgage loans made with no documentation, 
no assessment of the financial situation, often falsification of that, 
in part because there was not sufficient oversight and there were 
not rules of the road in place that governed the whole market. 

We are mindful of the fact that part of our charge in the law is 
that we are supposed to and we want to pay attention to access to 
credit for consumers. It does not do anybody any good for us to de- 
velop an elaborate set of protections if nobody is going to then lend 
money to consumers. That does not help consumers and it would 
be a failure on our part. 

That is part of the reason why, on the Qualified Mortgage Rule, 
which we are due to finalize by January, we have slowed down a 
little bit. We put it out for further comment. We have sought more 
data upon which to make judgments. We absolutely do not want to 
make a judgment that is going to freeze up or further constrict 
credit in the mortgage market. We have gotten more data, collabo- 
rating with FHFA and others, and we are going to use that to 
make the assessment here. 

The final thing I would say is we need to keep in mind that the 
biggest hit to access to credit for consumers and for small busi- 
nesses and everybody in our economy has been the financial crisis 
of 2007-2008. It has caused many institutions to fold. It has dried 
up credit in our local communities. We need to make sure that that 
does not happen again, to the extent we can prevent it. And clean- 
ing up the mortgage market, I think, is critical to making sure that 
we accomplish that. At the same time, we need to be mindful that 
people do not go overboard here. We need to be able to give con- 
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fidence to lenders that they are able to lend, and we need to have 
a market that can function. We still do not have a very good func- 
tioning market today, 4 years after the financial crisis, and it is the 
crisis that caused that. We need to remember that. 

Senator Crapo. Well, I appreciate your attention to trying to ad- 
dress these risks that we now understand were serious problems. 
But again, getting back to the core issue, we do not want to create 
a further problem in our effort to address the risks. You know, you 
indicated this. In another way. Secretary Geithner recently testi- 
fied that as we move forward, we must take care not to undermine 
the housing market, which is showing signs of recovery but is still 
weak in many areas. So we do need to address these risks, but we 
need to do so in a way that does not restrict the availability of 
credit unduly. 

I have asked you before to convene a Small Business Advocacy 
Review Panel. I am going to ask you again. It seems to me that 
to try to minimize the unintended consequences, that the CFPB 
should convene a Small Business Panel to discuss the impact of the 
proposed rule. And given the potentially significant impact of the 
qualified mortgage rule, in particular, on the housing market and 
the Bureau’s recent notice that you are going to step back and take 
a little more time to look at this, it seems that this will be a perfect 
opportunity to move ahead and do, as I think the statute requires, 
and initiate a Small Business Advocacy Review Panel. 

Mr. CORDRAY. That is a fair point. By the way, I very much agree 
with the statement you quoted from Secretary Geithner and I very 
much agree with your comments on the statement. In terms of the 
QM rule, the SBREFA Panel does not apply because it originated 
with the Fed, not with us. We did, though, hear the concern and 
we recently convened an opportunity for many small providers to 
give us direct input on the rule, especially for that purpose. We 
also have the notice and comment period where everybody can com- 
ment and many, many are doing so. So, again, it is our intent that 
we write this rule carefully, that we be mindful of the fragility of 
the mortgage market. 

I also want to say, for the record, the 20 percent downpayment 
that you mentioned, that is not part of our proposal. It is nothing 
that we have proposed; that would not make sense as some sort of 
rule that would be imposed on the mortgage market. I am not sup- 
posed to speak too much about proposals before we finalize them, 
but that will not be part of our 

Senator Crapo. Well, I understand that the Federal Reserve — be- 
cause the Federal Reserve started the rule, that there is a technical 
argument that the Small Business Advocacy Review Panel require- 
ment does not apply, but it just seems to me that you have got the 
time. You should take the time. And I do not understand why there 
is the resistance to going ahead and conducting a Small Business 
Review Panel. 

Mr. CoRDRAY. Yes. We are not at all sure that we had the time, 
given the January deadline, to engage in the entire process. How- 
ever, we did convene a panel to get the small business community’s 
input because we want to have the input, and we have done that 
and continue to do that. We are trying to meet the spirit of that 
without blowing past the January deadline, which I think would be 
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bad for the mortgage market because we are trying to resolve some 
of the regulatory uncertainty here. Congress has imposed the dead- 
line. We take that seriously. We intend to meet it. We consider that 
is law that binds us. And I am happy to have our staff talk further 
with your staff about that concern, if you would like. 

Senator Crapo. Thank you. 

Senator Merkley. Senator Akaka. 

Senator Akaka. Thank you very much, Mr. Chairman. 

Mr. Cordray, thank you so much for what you are doing. I just 
wanted to talk about the unbanked and banked. What I have been 
trying to do is to reduce the numbers of unbanked and under- 
banked and have more of them work with the institutions. Yester- 
day, the FDIC released its national survey of unbanked and under- 
banked households. They reported that the percentage of unbanked 
households increased from 2009 to 2011. I was disappointed, of 
course, because of the increase, to learn the number of unbanked 
households increased by more than 800,000. Director Cordray, 
could you please discuss the Bureau’s efforts to increase access to 
mainstream financial institutions for the Nation’s nearly ten mil- 
lion unbanked and 24 million underbanked households. 

Mr. Cordray. Thank you. Senator. This is a very urgent concern, 
I think, for anybody who is mindful of the real consumer experi- 
ence in the financial marketplace. There are many millions of 
Americans who have no bank account or access to the banking sys- 
tem. Some of them are actually barred from the banking system be- 
cause of previous difficulties. There are many others who have a 
bank account but find for a variety of reasons that they prefer to 
utilize many unbanked services in order to get cash, in order to pay 
bills, in order to meet the sort of necessities of life, and do not, 
therefore, have the same protections in doing so that they would 
have within the banking system. 

I was present yesterday at the FDIC for the unveiling of that re- 
port. Chairman Gruenberg, who is unfailingly thoughtful in this re- 
gard, invited me and several of our staff who were there to hear 
their presentation of the report. Unfortunately, they only started 
doing the report in 2009. It would have been interesting to see 
what the numbers might have been prior to that. My sense is prob- 
ably that the number of unbanked and underbanked has increased 
in a significant way over the past 6 years because of the financial 
crisis and the difficult situation that it put many people in. 

But what is interesting here to me is the answer for many indi- 
viduals will be to find ways to get them into the banking system 
and they will be better off in the sense that they are more pro- 
tected and those are somewhat more regularized relationships, not 
one-off transactions. But there are going to be millions of Ameri- 
cans, tens of millions of Americans, for whom that is not likely to 
be the answer for any of a number of reasons. We are trying to un- 
derstand those reasons, but we are also mindful at the Bureau that 
we do not only oversee banks. 

We also oversee nonbanks, including some of those providers, so 
payday lenders and other nonbank providers of services to people 
that they are going to in large numbers, and we want to be careful 
about what we can do to extend more consumer protections to 
those many Americans, often low- and moderate-income, and in 



16 


what ways does the bank and nonbank system sort of work to- 
gether. We are not only looking at the banking system. We are dif- 
ferent from the other banking agencies in that regard. We are look- 
ing across the spectrum and we care about it all. 

We have created an Office of Financial Empowerment at the Bu- 
reau. Cliff Rosenthal is now heading that and he is a veteran of 
the community development credit union movement, and is taking 
a strategic approach to these issues. But for us, it is going to in- 
volve cooperation, particularly with the FDIC, who has taken a no- 
table interest in this area, and others both here in Washington and 
across the country. 

It is a difficult problem. It will be a difficult problem to address 
and solve, but it is one that we very much are interested in making 
progress on. 

Senator Akaka. Thank you very much. I am glad to hear your 
efforts thus far on that. 

Another area that I have been concerned about and very close to 
my heart has been the servicemembers of our country 

Mr. CORDRAY. Yes. 

Senator Akaka. and I want to say thank you so much for having 
Mrs. Holy — Holly Petraeus come to Hawaii 

Mr. CoRDRAY. Maybe “holy.” 

Senator Akaka. Yes, and she did an excellent job. The first meet- 
ing we have had, we invited all the top officials of the military and 
they appeared and she conveyed what she thought needed to be 
done and my concerns for trying to protect the service personnel 
who have been targets for some of the institutions you mentioned. 
So I want to say thank you for permitting her to do that, and she 
has done a great job. 

At the Joint Base Pearl Harbor-Hickam, concerns were raised 
about the impact of the Permanent Change of Station orders. My 
question to you is, could you please provide us with an update on 
the PCS — that is the Permanent Change of Station — issue and let 
us know whether you have started to see any effects from the inter- 
agency guidance released in June. 

Mr. CORDRAY. Thank you. Senator, and thank you for your very 
kind but, I am sure, accurate remarks about Director Petraeus; ev- 
erybody fights over her time within the Bureau and we also try to 
share her with all of you. She has been to dozens of military bases 
across the country since becoming the Director of our Office of 
Servicemember Affairs. She has brought back many concerns, not 
only to us, but to the Department of Defense, and the Department 
of Veterans Affairs. Many of these are being addressed, in part be- 
cause of the respect people have for her and her work. 

On the Permanent Change of Station orders, in particular, there 
has been some significant response to that. The problem for any- 
body less familiar with it is that, in the military, they face a par- 
ticular problem at times. They get peremptory orders that they 
have to move. Their Permanent Change of Station moves from one 
place to another. They may or may not have an easy time of selling 
their home to be able to make that move. In this climate, it has 
been more difficult. Sometimes, they are having to make very hard 
decisions about leaving their family behind because the home is un- 
derwater and they cannot easily sell it, going off alone — sometimes 
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for years — or selling the home at a considerable loss, and they have 
not been able to qualify for some of the programs that are meant 
to try to minimize some of those struggles for people. 

So because of Mrs. Petraeus’s efforts, the HAMP program was re- 
cently modified to recognize the Permanent Change of Station as 
a hardship that could qualify servicemembers and their families for 
consideration in the modification programs. We recently issued 
guidance and all of the Federal regulators joined in that super- 
visory guidance to all institutions to be mindful of their responsibil- 
ities under the law, both to respect the Service Members Civil Re- 
lief Act, rights of servicemembers, and also to be forthcoming in 
considering how they can address this situation and that options 
are being presented, that they are being presented early, that they 
are working closely with the servicemembers, that they are clear 
that they understand what can be done, and that they make efforts 
to modify loans, as appropriate, in order to recognize this peculiar 
hardship that servicemembers have that regular civilians often do 
not have. 

So she is a one-man gang on these issues. She has got a good 
team behind her. And she is getting good cooperation from other 
parts of the Government to address them. 

Having said that, there is a lot of hard work going on every day. 
We are doing that work in consumer response. I know your offices 
are doing that work, where particular individuals have a problem 
and we are trying to do our best to help them deal with the prob- 
lem. 

Senator Akaka. Thank you. I really appreciate that. My time has 
expired, Mr. Chairman. 

Senator Merkley. Senator Corker. 

Senator Corker. Thank you, Mr. Chairman, and thank you. Di- 
rector, for being here. I appreciate you answering our questions. 

I am continuing to read stories about the underbanked in our 
country, and I know that we always have unintended consequences 
when we pass legislation and, quote, try to “help” folks. I know an- 
other story came out today, things like when we passed inter- 
change rules here, it ended up increasing costs for especially lower- 
income consumers. They move out of banks into payday lenders 
and other kinds of institutions, and I know that you have jurisdic- 
tion over both. 

What are you doing inside the agency? I mean, all of us want to 
make sure that people have appropriate credit availability. What 
are you doing inside the agency to strike that balance, because 
there is no question that we have passed laws here that really hurt 
the very people that you are trying to help in many cases, as you 
just mentioned, and that is the low- and moderate-income citizens. 

Mr. CoRDRAY. So thank you. Senator. And as I said, it is a dif- 
ficult problem. It is one that we are trying to address with some 
new tools that we now have. So among other things, we did create, 
as I said, an Office of Empowerment, which is focused very specifi- 
cally on these problems and taking a wide range of input and get- 
ting a wide range of perspectives from around the country about 
how people are trying to deal with these problems in different com- 
munities, often not always in coordination or collaboration with 
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Senator Corker. Let me just — and I do not want to spend too 
much time, I know you talked a little bit with Senator Akaka about 
this, but 

Mr. CORDRAY. Yes. 

Senator Corker. when members of your agency are dealing 

with the issues that they are dealing with, are they cognizant of 
the fact that, many times, when they go into a certain issue, they 
are really making people even more unbankable? Are they aware 
of that? Without getting into a lot of actions, is there an awareness 
within the agency that that can take place? 

Mr. Cordray. Yes, and I would say it seems to me that we are 
probably more aware of it than any agency has been before, be- 
cause once those people — if people leave the banking system, they 
do not leave our jurisdiction and they are still subject to our over- 
sight and we still feel the responsibility to try to address their 
problems. So if they have a short-term need and they go outside 
of the banking system to resolve it with a payday lender or a pawn 
broker or whomever it may be, that is all within our realm. So it 
is not just that they go out of sight, out of mind. That is relevant 
to us. 

We are supervising both banks and nonbanks on a common 
basis, say, in the short-term credit market and in other ways, in 
the mortgage market, in the mortgage servicer market. So I do 
think we are pretty mindful of that, although we are always inter- 
ested to hear if your staff have some issues that they are seeing 
that they want to raise to our attention. We get those issues 
through the consumer response area regularly, on a daily basis 

Senator Corker. Let me ask you about the consumer response 
area. 

Mr. Cordray. Yes. 

Senator Corker. I am glad you brought that up. I notice you all 
have a Web site where people make complaints against institutions 
and you list all of those complaints publicly, and there is a huge 
list of those. And I understand how you would want to have com- 
plaints registered. What is the purpose in putting those up pub- 
licly, and in putting those up publicly, do you all actually verify 
that they are real? I mean, all of us as elected officials have people 
who make claims about us that are untrue and they are on the 
Internet and all of that 

Mr. Cordray. We do. Senator 

Senator Corker. and it seems like to me that you are en- 

couraging that same kind of behavior, and I am just wondering 
what the purpose of having that public Web site is. 

Mr. Cordray. I am familiar with the phenomenon, as well. Sen- 
ator. 

[Laughter.] 

Mr. Cordray. But the purpose 

Senator Corker. Well, I thought all those things said about you 
were true, but go ahead. 

[Laughter.] 

Mr. Cordray. I am sure, in someone’s mind, they are. 

[Laughter.] 

Mr. Cordray. In terms of what we are doing with the data base, 
we are receiving complaints by the thousands, and so that is a cer- 



19 


tain snapshot of what is going on out there for consumers. We 
share your concern. We do not want to be putting up garbage data. 

Senator Corker. Well, why are you putting it up, then? 

Mr. CORDRAY. Well 

Senator Corker. I guess my question is, unless — do you go out, 
when somebody sends a complaint and you put it up publicly, 
which makes it real, are you first checking out that complaint to 
make sure it is real, or are you just allowing it to be a gossip board 
for people to take out their vengeance on organizations that may 
well deserve it, but I am sure in some cases do not? 

Mr. Cordray. Right. And, of course, those gossip boards now 
exist all over the Internet, so it is a different era than 20 years 
ago 

Senator Corker. But you are validating this. 

Mr. Cordray. That is not what we are trying to do. 

Senator Corker. Yes. Yes. 

Mr. Cordray. So we do verify the customer relationship. We re- 
move duplicates 

Senator Corker. Before they go up? 

Mr. Cordray. Oh, yes. 

Senator Corker. Before the complaints go up? 

Mr. Cordray. Yes. 

Senator Corker. Good. 

Mr. Cordray. And if it is not within our jurisdiction, it is some- 
thing we refer to another agency, we do not report it. And the data 
we are reporting is aggregated data, so it is a snapshot. It is a pic- 
ture. There was some concern about it when we first started to do 
it. It is something that other parts of the Government have done 
to some degree, the Highway Safety Administration and the Con- 
sumer Product Safety Commission. I think people are starting to 
understand what we are trying to do, which is that we find this 
information, and we do, very useful to trying to understand and in- 
form our work. We think the public should have access to the infor- 
mation and it may well inform them in terms of customer relation- 
ships and customer service. 

We do find it somewhat incentivizing for companies to think 
harder about how they can serve their customers better. As I said, 
we have gotten a tremendous response from the credit card compa- 
nies thus far in terms of responsiveness to consumer problems, 
and, frankly, in some ways, they have showed very well in this 
process. 

Senator Corker. You are mentioning — ^you are really helping me 
move along here — you mentioned referring to other agencies 

Mr. Cordray. Yes. 

Senator Corker. and it made me recall that when you were 

in here last, one of the things that hurts consumers is bad behavior 
by other consumers, right? In other words 

Mr. Cordray. Yes. 

Senator Corker. when we have fraud by one consumer, it 

actually drives up the cost for another consumer. And you men- 
tioned last time you were here, I remember very explicitly, that if 
you saw fraudulent behavior on behalf of consumers, that you were 
going to report that to other agencies, because you acknowledged 
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when you were here that that is very damaging to other consumers 
who play by the rules. How much of that have you done? 

Mr. CORDRAY. So in terms of referring matters for potential 
criminal prosecution and the like, which we have the authority to 
do, to the Justice Department — I cannot really speak publicly 
about 

Senator Corker. Just give me sort of the range of order of mag- 
nitude of those referrals. 

Mr. CoRDRAY. Well, I would say, first of all, there are a number 
of situations involving fraud being committed by individuals that 
we ourselves are investigating and will address, and one of our 
other first enforcement actions that is now public was against a 
few individuals that are engaged in a fraudulent foreclosure rescue 
scheme that is covering people in 25 or more States, a very signifi- 
cant problem and the kind of thing that we want to stamp out 
around the country. Not easy to stamp it out, but we will work to 
do so. 

So if we see instances of wrongdoing by anyone in the course of 
our work, we have an obligation to report those that rise to the 
level of being reportable and we will do that. I do not have num- 
bers for you and I do not think I am supposed to discuss any indi- 
vidual cases in that regard. 

Senator Corker. No, and certainly, I was not even asking that. 
But I would just say that, again, it hurts consumers that play by 
the rules when that activity takes place and 

Mr. CoRDRAY. I agree. 

Senator Corker. we have a situation right now where fore- 

closures are taking 378 days. And again, if people are not supposed 
to be foreclosed on, they should not. On the other hand, that delay 
among those who are not paying is creating issues for those con- 
sumers who play by the rules. 

I know my time is up. I will say that, in closing, I do hope that — 
I know you have put the qualified mortgage issue off until after the 
election, so — agencies and politicians both put things off until after 
the election, I have noticed. I hope that as you look at that, I think 
it is important for consumers to have lenders who have safe har- 
bors. In other words, they know that if they have done the things 
that they should do, they do not end up with a rebuttable presump- 
tion down the road that really ends up driving up costs. So I hope 
as you look at that after the election, you certainly will take that 
into account. 

I thank the Chairman for being so generous with time. 

Mr. CoRDRAY. We are looking at it right now. Senator, and we 
will take that concern into account as we are receiving the same 
types of input and advice from many, many sources on the safe 
harbor issue. 

Senator Menendez [presiding]. Senator Akaka. 

Senator Akaka. Thank you very much, Mr. Chairman. 

Mr. Cordray, I have been working with the Indian Tribes and 
many Tribal communities are concerned about the financial lit- 
eracy and financial empowerment of their Tribal members, and I 
am so delighted to know that you are moving on empowerment, as 
well. For the American Indians, I am trying to get them to do more 
thinking about financial literacy. My question to you, Mr. Cordray, 
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is what could the CFPB do to promote financial literacy to Indian 
Country, particularly with the fiow of funds from the Corhell and 
Keepseagle settlements that are occurring? 

Mr. CORDRAY. Thank you, Senator, for the question. This is an 
issue that has been brought to our attention by a number of Sen- 
ators and others. We regularly are engaging with Tribal represent- 
atives to understand some of the particular issues for Native Amer- 
icans around the country. 

We were alerted that there are issues. There are two fairly large 
settlements, the two you referred to, where funds are going to be 
flowing into Native Americans across the country and there are al- 
ready some scams that are popping up around when people know 
that funds are flowing, they tend to try to get their hands into 
them. We have been engaged in consumer education and financial 
literacy efforts around where we know those funds are going to be 
flowing. We have staff who, I believe, next week are going to be in 
Arizona and New Mexico working on that issue. And we are coordi- 
nating with others, including others in the Federal Government 
and locally, to figure out how we can best help avoid what would 
be a tragedy of people who have fought to receive funds because 
they were wronged and then find that those are going to be di- 
verted to fraudulent operators who are aggressive with their scams. 

We also have been working through our Office of Intergovern- 
mental Affairs, which I think is the appropriate level for us since 
Tribal Governments, that is an appropriate respect and level at 
which to address those issues, on the kinds of issues and problems 
they have raised with us that are maybe unique to the Native 
American community. And we will continue to listen. We will con- 
tinue to try to address those issues with them. 

Senator Akaka. Thank you, also, for your earlier comment on 
community banks and credit unions. I would like to say that yes- 
terday’s announcement of the important appointment of Donna 
Tanoue of Honolulu to the Consumer Advisory Board, and Bernard 
Balsis of the HILO to the Credit Union Advisory Council, I am 
pleased that they will help share their expertise and experience. 
That includes years of working for Hawaii’s banks and credit 
unions. So I want to thank you very much for moving in that direc- 
tion, as well. 

That is what makes me appreciate what you are doing. You are 
moving in, for me, in a great direction to help all kinds of con- 
sumers, and so it is growing on you and your staff, as well, and 
your staff has been doing an excellent job, too. 

So thank you, Mr. Chairman, for the time of these questions. 

Senator Menendez. Thank you. Senator Akaka. 

Director, let me ask you, in the Capital One case, was there 
about $150 million that consumers got in some form reimbursed? 

Mr. CoRDRAY. Yes. There was $140 million that was covered by 
the issues that we were addressing and addressing then jointly 
with the OCC, and then there was a different issue that the OCC 
had raised that was really outside of our jurisdiction where there 
was additional relief gained, which is the benefits of cooperation, 
both to address all of that together and from the standpoint of the 
institution, to be able to put all of that behind it at once. 
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Senator Menendez. But for your agency, do you think that this 
action would have taken, consumers would have been saved the 
$140, $150 million? 

Mr. CoRDRAY. I do not have any way of assessing that. Senator, 
but I can say that I do think that 

Mr. CORDRAY. Was it your agency that pursued this in the first 
instance? 

Mr. CORDRAY. I do think it matters greatly to have an agency 
whose sole focus is on consumer protection and not have to balance 
that against other very significant responsibilities, which is 

Senator Menendez. Was it your agency that pursued this in the 
first instance? 

Mr. CoRDRAY. It was, yes. 

Senator Menendez. You know, in your confirmation process, 
your modesty is a challenge. 

[Laughter.] 

Mr. CoRDRAY. I will have to work on that. Senator. 

Senator Menendez. When we do something right, it is not a 
problem to acknowledge it. So I raised that question simply be- 
cause, for those who are detractors of the agency, here is an exam- 
ple of consumers being saved $150 million by the instigation of this 
agency. And but for the agency, I personally doubt — I will answer 
the question myself — very much whether consumers would have 
been protected in that respect, not to mention the message it sends 
to the rest of the industry to do the right thing. So I appreciate 
that. 

As you, I think, may know, I have introduced the Prepaid Card 
Consumer Protection Act, and I want to applaud the agency for 
starting the process of regulating prepaid cards and I look forward 
to working with the agency to enact provisions similar to those in 
my bill. But consumers’ use of prepaid cards has exploded in the 
past few years, especially among underbanked consumers, and 
many of them — having already regulated credit cards, debit cards, 
and gift cards — this area is largely unregulated and many of them 
have incredibly excessive fees and work to the detriment of con- 
sumers, particularly as it relates to even knowledge of what they 
are getting in. So I would like to get a sense from you of what 
progress you are making at the Bureau analyzing this issue and 
when do you anticipate moving forward on it. 

Mr. CoRDRAY. Good. I am glad to have that question. Prepaid 
cards are actually a very actively innovative segment of the finan- 
cial market. There are, as you indicated and we have seen already, 
a wide range of different product offerings that range from pretty 
responsible and very possibly an improvement for consumers over 
other options to pretty terrible and definitely exploitative of con- 
sumers and it is a little wild and wooly right now. 

I also would say that in light of the dynamic where rules were 
written to protect consumers more specifically on credit cards and 
then Congress ended up passing the CARD Act, we are quite inter- 
ested in having a dialog back and forth. We have actually taken 
an affirmative step. We are going to write rules about prepaid 
cards. We have already issued an anticipatory Notice of Proposed 
Rulemaking to begin to gather information on that. We recognize 
that these cards are becoming quite pervasive. A lot of people are 
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using them, particularly some of the people who are low- and mod- 
erate-income, but many people are using them and they like the 
safety of knowing they will not end up somehow in debt on such 
a card, although that is not a given with some of the products 
being offered, and we are going to move forward in that area. 

It may be that we will implement this by rule. It may be you will 
choose to move forward with legislation. We welcome it all and we 
are glad to talk back and forth about what we are trying to accom- 
plish, what the base of knowledge is that we are developing in 
terms of actual practices and concerns and have that discussion. 

We do intend that people who use prepaid cards — and I think, 
for many people, they may not always know the difference between 
a debit card, a prepaid card, a credit card, or an ATM card, for that 
matter. They are all in their wallet. They all have a shifting set 
of capabilities. And we want consumers to be protected in the use 
of all of those. 

Senator Menendez. Well, we certainly want consumers to be pro- 
tected and that is the focus of our legislation. And I agree with you, 
many consumers do not know the difference between a prepaid 
card and a debit card and a credit card, and so we will look forward 
to working with your staff at the agency. I mean, I am happy to 
see us achieve the goal, whether that goal can be achieved through 
regulatory fashion, or if it must be legislative, so be it. But we will 
look forward to working with you. 

I also have long advocated national standards for banks that col- 
lect homeowners’ mortgage payments, including, as the Sub- 
committee Chair on Housing, chairing a hearing on that issue 
about 2 years ago. What progress is the Bureau making in creating 
national mortgage servicing standards? 

Mr. CoRDRAY. We are making. Senator, good progress on that 
front. We have a proposed rule that is out for comment now that 
would provide broad protections in this area, which has been such 
a troubled area, and specific requirements for mortgage servicers 
for how they need to address the kinds of problems that we have 
all seen. Those rules will be finalized by January. Some portions 
of the rules implement things that Congress required us to do and 
others go beyond and are attempting to provide the kind of protec- 
tions, both process-wise and substantively, that consumers need in 
this area. There may be scope for yet further work in this area. We 
are getting as much done as we can by January. 

We also have begun examining mortgage servicers, sending in 
teams to actually examine them on the ground, both bank mort- 
gage servicers and nonbank mortgage servicers. We have taken the 
occasion to actually meet face to face with a number of mortgage 
servicers to convey to them our seriousness about this issue, our 
understanding that this has been one of the major areas of con- 
sumer harm over the past 5 years and counting for people who are 
suffering in these difficult circumstances, and that they need to be 
improving their processes and coming up to snuff now, not waiting 
for rules to take effect, not waiting for us to come around on our 
examination schedule, but getting it right themselves up front, and 
we are trying to signal pretty specifically what kinds of things they 
are supposed to be doing. 
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But none of this should come as any surprise to people. These 
issues have heen out there and have heen surfaced for years. The 
settlement discussions with the State Attorneys General and the 
Justice Department surfaced them further. They are all the same 
issues. They know what they need to do. It is merely a question 
of whether they are going to invest the time and effort and money 
and attention to do it. And if they do not, we are going to he com- 
ing to look at them. They are all on notice of that. And they need 
to, again, get up to snuff. 

Senator Menendez. You are looking at this, also, in the context 
of the AG consent settlement agreements and the OCC and the Fed 
consent orders? 

Mr. CoRDRAY. Yes. One of the things we are mindful of is that 
it is a complicated area where there has heen a fair amount of ac- 
tivity. So there is the AG-Justice Department-HUD settlement, 
which imposes some requirements for a specific amount of time on 
certain specific parts of the portfolio but does not have general ap- 
plicability. There are FHFA guidance to Fannie Mae and Freddie 
Mac, which have been very helpful in the area. There are the OCC, 
Fed, and banking orders that have been very specific about im- 
provements that need to be made and have made an enormous dif- 
ference. 

We are trying to harmonize all of that and not end up going in 
different directions, which would not be fair to servicers and would 
not be beneficial to deliver value for consumers if we simply create 
more confusion. There has been a lot of interagency discussion and 
coordination on this. There will continue to be. And I think we are 
going to have some good results come January, and I think there 
may be further work to be done after that, but we will see. 

Senator Menendez. Good. Two final questions. One is the law re- 
quires the Bureau to be cognizant of the re^latory burdens of its 
action, specifically when it comes to smaller institutions. And along 
these lines, can you tell the Committee how your agency is crafting 
regulations and providing regulatory guidance in a way that makes 
compliance simple and workable, for example, community banks 
and small nondepository regulated entities. 

Mr. CoRDRAY. So, Senator, I personally have been pushing hard 
on this at the Bureau. I put myself way out on a limb willingly in 
saying very loudly and clearly that smaller community banks and 
credit unions did not cause the financial crisis. They have a good, 
solid business model that has proved itself by tradition and by ex- 
perience and we want to be mindful of that as we go about impos- 
ing, or implementing new rules. 

We are trying to look at that on a rule-by-rule basis as to what 
an appropriate threshold might be to set for — perhaps certain insti- 
tutions do not have to address the rules at all, because below a cer- 
tain level, it is more burden than it is benefit to consumers. There 
may be ways in which we can tweak some of the rules so certain 
things that they alert us to as special burdens maybe can apply dif- 
ferently to the smaller institutions. 

We have to, at the same time, be mindful of the fact that con- 
sumers deserve protection and they deserve protection across the 
board. So it is a balance there, but it is one that we are going to 
continue to take a lot of input on because of the sort of philo- 
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sophical approach that I just outlined that I have and I think the 
Bureau has toward this. 

On the remittance rule, we are going to have a small provider 
guide that is attempting to hoil this all down to sort of plain 
English, straightforward, easier to follow guidance than perhaps 
the kind of rules that get published in the Federal Register. We are 
going to be hearing from them and responding to them in terms of 
questions and concerns they have. We are coming out with some 
pieces of guidance that they have asked about. 

And we are going to stay with it. We are not just going to publish 
rules and then forget about it and say, that is somebody else’s 
problem now. It is our problem, too, that the rules get implemented 
and they actually deliver value for consumers and that they are 
balanced toward not providing undue burden for providers where 
the benefit does not correspond. 

Senator Menendez. I appreciate that view, I think which is in 
the context of what the law specifically asks for. 

Finally — this may have been asked, but I may have missed it — 
how many complaints has the Bureau received from consumers so 
far about mortgages, credit cards, banks, debt collection, and other 
financial services? 

Mr. CoRDRAY. Well, as of September 3, I quoted a number in my 
opening statement that was 72,000 — I may not have it quite 
right — 72,297, something like that, complaints, which is, you 
know — I got it right — that is a significant number and it is also a 
number that is increasing over time. I think our annualized rate 
of complaints, as of this moment, is 120,000 per annum. So it has 
been ramping up. 

We have no idea when that will level off or where it will level 
off. It could be several hundred thousand. It could be over a mil- 
lion. We just do not know. There has never before been a con- 
sumer-facing bureau like this and we are trying to be aggressive 
about interacting with consumers, their advocates and other stake- 
holders around the country. So we will see. 

Right now, the most complaints are coming in on mortgages. We 
are getting more mortgage-related complaints, including servicing 
complaints, than we are credit card complaints and than we are 
the other products. It makes some sense. The mortgage market is 
the biggest consumer finance market out there and those concerns 
are heart and soul to people. You have the possibility they might 
lose their house or be in arrears on their largest single financial 
obligation, ruining their credit. It is obviously an urgent thing for 
people, so not unexpected. 

But the volume we are receiving is heavy. It is getting heavier 
and it is hard work for us to keep up with it. 

Senator Menendez. And, finally, how are you ultimately — I do 
not know if you have a — can you describe the process when you re- 
ceive that consumer complaint? What exactly happens? Is there a 
success rate, or can you give us the rate of when those that are 
verified versus those that are not — do you have any quantification 
of that? 

Mr. CORDRAY. We have been working on how we report this and 
how we understand it, and actually, we have made several modi- 
fications along the way. We started off by reporting “Complaints 
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Closed With Relief’ and “Complaints Closed Without Relief’. We 
got a fair amount of input from industry that they thought that 
was not specific enough and in some ways was somewhat unfair be- 
cause there is both monetary relief, where sometimes the consumer 
gets dollars back, and there are other kinds of relief that can also 
be meaningful to people, such as clearing up the problem, removing 
the allegation that there is a debt, getting the credit report cleaned 
up, which sometimes matters a lot more to people than the $75 or 
$100, although that matters to a lot of people. So we have tweaked 
this and changed it a few times, including most recently June 1, 
and we are trying to go back and reapply those categories to what 
happened before. 

As we go, we are getting more and more data. It is better data 
in the sense that it is more refined, more polished, and I will be 
candid about that. We are better now than we were 6 months ago. 
We were better then than we were 6 months before that. We will 
be better in 6 months than we are now. But those are the kinds 
of things that we are trying to do. 

In terms of how we handle the complaints, we began with a very 
interactive back and forth between us and the institution. There 
are many complaints that are resolved both positively and nega- 
tively. The consumer then has an opportunity to contest that reso- 
lution, which sometimes they do, sometimes they do not, to provide 
more information. And we will then investigate complaints that are 
not resolved at that point. 

And we are also finding this is helpful to us because it does iden- 
tify some patterns of potential violations, which we look at both in 
our examination role and in our enforcement role. But we are pret- 
ty careful about that. We are not just taking unverified, raw infor- 
mation — anybody can say anything about anybody, as some of your 
colleagues identified earlier, but we are trying to be careful about 
what does it really mean? What does it actually tell us is going on 
in the marketplace? 

I am told — our crack staff wanted me to tell you that we believe 
we have received over 3,000 consumer complaints thus far from the 
State of New Jersey. It is sometimes hard to tell, because if they 
come by email, you do not always know where they are from. But 
there is a robust appetite out there for people who need and want 
and are seeking help and we are trying to meet it. 

Senator Menendez. Well, there certainly is a robust appetite to 
sort of, like, level the playing field and have an honest and trans- 
parent system and we believe you are well on your way. 

With the thanks of Chairman Johnson and the Members of the 
Committee, we thank you for your testimony, look forward to our 
continuing engagement with you. 

And with that, the hearing is adjourned. 

[Whereupon, at 11:30 a.m., the hearing was adjourned.] 

[Prepared statements, responses to written questions, and addi- 
tional material supplied for the record follow:] 
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PREPARED STATEMENT OF RICHARD CORDRAY 

Director, Consumer Financial Protection Bureau 

September 13, 2012 

Chairman Johnson, Ranking Member Shelby, and Members of the Committee, 
thank you for inviting me to testify today about the Semi-Annual Report of the Con- 
sumer Financial Protection Bureau. 

Just over 1 year ago, the Consumer Bureau became the Nation’s first Federal 
agency focused solely on protecting consumers in the financial marketplace. The 
Semi-Annual Report we are discussing today covers our activities from January 1 
through June 30 of this year. 

As the report shows, we have been using all of the tools at our disposal to help 
protect consumers across this country. We pledge to continue our work to promote 
a fair, transparent, and competitive consumer financial marketplace. 

Through our regulatory tools, we have proposed smarter rules that will help fix 
the broken mortgage market with commonsense solutions. We are writing rules that 
simplify mortgage disclosure forms and rules that make sure consumers do not re- 
ceive mortgages that they do not understand or cannot afford. Our rules will also 
bring greater transparency and accountability to mortgage servicing. And our care- 
ful process is that before we propose a rule, a team of attorneys, economists, and 
market experts evaluates its potential impacts, burdens, and benefits for consumers, 
providers, and the market. 

Our push for accountability extends beyond mortgage servicing. We are holding 
both banks and nonbanks accountable for following the law. Prior to my appoint- 
ment, nonbanks had never been federally supervised. The financial reform law spe- 
cifically authorized us to supervise nonbanks in the markets of residential mort- 
gages, payday loans, and private student loans. We also have the authority to super- 
vise the “larger participants” among nonbanks in other consumer finance markets 
as defined by rule. So far, we have added credit reporting companies to this group. 

It is important for us to exercise sensible oversight of the consumer finance mar- 
kets, but it is also important that we empower consumers themselves to make re- 
sponsible financial decisions. Our “Know Before You Owe” campaign involves us 
working to make mortgages, credit cards, and student loans easier to understand. 
We also developed “AskCFPB,” an interactive online database with answers to con- 
sumers’ frequently asked questions. We also launched the first-ever database of in- 
dividual complaints about financial products, starting with credit cards. Consumers 
can use the Web site to review and analyze information and draw their own conclu- 
sions about the customer service provided with these financial products. 

We also think it is important to engage directly with consumers so we know more 
about the struggles and frustrations they encounter in their daily lives. The Bureau 
has held numerous field hearings across the country so we can talk face to face with 
consumers on a variety of topics. Our Web site has a feature called “Tell Your 
Story”, which encourages consumers to share with us their personal stories to help 
inform our approach in addressing issues in the financial marketplace. And, perhaps 
most significantly, we help to resolve consumer disputes with lenders by taking com- 
plaints on our Web site at consumerfinance.gov, as well as by mail, feix, phone, and 
by referral from other agencies. As of September 3, we have received 72,297 con- 
sumer complaints about credit cards, mortgages, and other financial products and 
services, and the pace of complaints has been increasing over the past year. 

All of these processes — rulemaking, supervision, enforcement, and consumer en- 
gagement — provide us with valuable information about consumer financial markets. 
We engage in extensive outreach to large and small institutions, including banks 
and nonbanks, to gather the best current information as we make policy decisions. 
We pride ourselves on being a 21st-century agency whose work is evidence-based. 
So we also conduct our own in-depth studies on consumer financial products, such 
as reverse mortgages and private student loans. We have issued public requests for 
information that seek input from consumers, industry, and other stakeholders on 
issues such as overdraft fees, prepaid cards, and the financial exploitation of sen- 
iors. The new Consumer Bureau has worked on all of these projects while being 
fully engaged in start-up activities to build a strong foundation for the future. The 
Bureau has worked to create an infrastructure that promotes transparency, account- 
ability, fairness, and service to the public. Our first year has been busy and full, 
and this report reflects considerable hard work done by people whom I greatly ad- 
mire and respect. They are of the highest caliber and they are deeply dedicated to 
public service. We look forward to continuing to fulfill Congress’ vision of an agency 
that helps all Americans by improving the ways and means of their financial lives. 

Thank you. 
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RESPONSES TO WRITTEN QUESTIONS OF 
CHAIRMAN JOHNSON FROM RICHARD CORDRAY 

Q.l. Director Cordray, the Committee is interested in your work re- 
lating to prepaid cards. On your agency’s Web site, it states that 
“With very few exceptions, most prepaid card providers who claim 
to offer a way to build your credit history report your activities only 
to a lesser-used credit reporting agency, not one of the three major 
credit reporting agencies used by most lenders.” Can you inform 
the Committee specifically who are these exceptions and are they 
beneficial to consumers in building their credit? 

A.I. In the Advance Notice of Proposed Rulemaking (ANPR) pub- 
lished in May 2012, the Bureau sought public input and data con- 
cerning the efficacy of credit reporting features on prepaid cards. 
In the same ANPR, the Bureau also expressed an interest in un- 
derstanding how such services are marketed to consumers. 

In reviewing the responses to the ANPR and through meetings 
with industry participants, the Bureau has found no evidence of ef- 
fective credit building through transactional use of a prepaid card. 
None of the information we reviewed points to demonstrable con- 
sumer success in building credit by transacting on a prepaid card. 
Issuers that had been making such claims have stopped marketing 
this feature completely, or caveat that the use of transactional data 
for credit building is a test program in pilot phase with one of the 
credit bureaus. 

The language on our Web site reflects the nonexhaustive nature 
of our market review and there may be providers that we have not 
yet identified. However, in our analysis and review of the prepaid 
market to date, the Bureau has major concerns about the “credit 
building” service, and we remain unaware of any effective solution 
that enables prepaid card customers to build credit by using their 
prepaid card to transact in the marketplace. 


RESPONSES TO WRITTEN QUESTIONS OF SENATOR SHELBY 
FROM RICHARD CORDRAY 

Q.l. Mr. Cordray, during the hearing I stated that the Bureau has 
proposed eliminating the Dodd-Frank requirement that creditors 
disclose the “Total Interest Percentage” on mortgage disclosures. In 
its proposed rule the Bureau states that it is using its “exception 
and modification authority under TILA Section 105(a) and (D and 
Dodd-Frank Section 1032(a)” to eliminate this requirement. Section 
1032(a) does not, however, contain the “exception and modification” 
language that appears in TILA Section 105(a) and (fi. I asked 
whether you believe that the Bureau has exception and modifica- 
tion authority under Section 1032(a) independent of TILA Section 
105(a) and (fi. You responded yes to my question. 

Please provide a legal analysis explaining the basis for your be- 
lief that the Bureau has exception and modification authority 
under Section 1032(a) of Dodd-Frank, independent of any other 
statute, including TILA. 

A.l. Section 1032(a) of the Dodd-Frank Act provides that the Bu- 
reau may prescribe rules to ensure that the features of any con- 
sumer financial product or service, both initially and over the term 
of the product or service, are “fully, accurately, and effectively dis- 
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closed to consumers in a manner that permits consumers to under- 
stand the costs, benefits, and risks associated with the product or 
service, in light of the facts and circumstances.” Thus, section 
1032(a) authorizes the Bureau to prescribe rules to ensure the 
overall effectiveness of disclosures regarding a product or service, 
which may result in rules that alter, perhaps significantly, specific 
statutory provisions. 

In the TILA-RESPA integrated mortgage proposal, the Bureau 
relied on a number of statutory grants of authority, including sec- 
tion 1032(a), to support the proposed requirements, including some 
that would have the effect of modifying statutory requirements. 
The authority granted to the Bureau under section 1032(a) is con- 
sistent with the goals of the TILA-RESPA proposal, which com- 
bines two different mortgage disclosure regimes into a single set of 
disclosures that fully, accurately, and effectively inform consumers 
of the nature and costs of mortgage loans in a manner that permits 
them to understand the associated costs, benefits, and risks. Of 
course, when prescribing rules under section 1032(a), the Bureau 
will consider the available, relevant evidence (such as consumer 
testing) about consumer awareness, understanding of, and re- 
sponses to disclosures or communications. 

Q.2. Mr. Cordray, recently Lt. Governor of California, Gavin 
Newsom, asked the U.S. Department of Justice to investigate and 
prosecute groups representing Wall Street investors and the mort- 
gage industry for making statements that mortgage lending may 
become costlier in parts of the country where municipalities are 
weighing eminent domain proposals. 

Do you believe that a company that refuses to make or buy loans 
that are secured by properties in jurisdictions that repudiate mort- 
gage contracts has engaged in an abusive, unfair, or deceptive prac- 
tice or otherwise violated any of the “Eederal Consumer Einancial 
Laws”? 

A.2. Whether the refusal of a lender to make loans in a particular 
jurisdiction violates any Eederal consumer financial law (including 
the prohibition on acts or practices which are unfair, deceptive, or 
abusive) depends on a careful and thorough assessment of all the 
relevant facts and circumstances as well as legal precedents. 

Q.3. Mr. Cordray, in the remittance transfers rule the Bureau stat- 
ed that it expects some businesses may stop offering this service 
as a result of this rule. Unfortunately, it appears that the Bureau’s 
prediction will come to fruition. The ICBA recently stated that the 
rule will “force many community banks to no longer offer remit- 
tance services to customers.” 

Can you explain how a costly regulation that forces small banks 
out of this market and concentrates market share in larger finan- 
cial institutions is good for consumers? 

Will you consider phasing in the final rule to ensure that the in- 
dustry has time to provide meaningful information to those con- 
sumers who would like to send remittances? 

A.3. The Bureau is aware of concerns that the rule could lead some 
remittance transfer providers to choose to exit the business or sig- 
nificantly reduce their product offerings to consumers. That is why 
we continue to take steps to alleviate these concerns while main- 
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taining the rule’s valuable new consumer protections. The Bureau 
addressed many institutions’ concerns through the authorization 
for estimates contained in the original rule, as well as by the nor- 
mal course of business safe harbor adopted by the Bureau in Au- 
gust. Additional compliance and implementation concerns were 
raised by industry in requests for guidance and other communica- 
tions after the rule was finalized earlier this year. As a result, the 
Bureau expects to issue a proposal next month to refine three nar- 
rowly targeted elements of the rule. The proposal is expected to ad- 
dress the following three topics: 

• Situations in which a sender provides an incorrect account 
number to a remittance transfer provider. As the Bureau an- 
nounced during the Bureau’s webinar on the remittance rule 
on October 16, 2012, the CFPB plans to propose revisions to 
the rule’s error resolution provisions. Specifically, the proposal 
will address the way the rule applies to situations in which a 
sender provides an incorrect account number to a remittance 
transfer provider and that information results in a remittance 
transfer being deposited into the wrong account. The CFPB in- 
tends to propose that where the provider can demonstrate that 
the consumer provided the incorrect information, the provider 
would be required to attempt to recover the funds but would 
not be liable for the funds if those efforts are unsuccessful. 

• Disclosure of third party fees and foreign taxes. The CFPB 
plans to propose revisions to the rule’s disclosure provisions 
concerning foreign taxes and fees assessed by the financial in- 
stitution receiving the transfer. The proposal would provide ad- 
ditional flexibility around these requirements, including by 
permitting providers to base fee disclosures on published bank 
fee schedules and by providing further guidance on foreign tax 
disclosures where certain variables may affect tax rates. 

• Disclosure of regional and local taxes assessed in foreign coun- 
tries. The CFPB also plans to propose that the obligation for 
providers to disclose foreign taxes imposed on remittance 
transfers is limited to taxes imposed at the national level, and 
does not encompass taxes that may be imposed by foreign, sub- 
national jurisdictions. 

The Bureau expects to issue a notice of proposed rulemaking 
next month to explain the changes in detail and to seek public com- 
ment. After considering the public comments, the Bureau will issue 
a final rule as quickly as possible. The Bureau anticipates pro- 
posing to extend the effective date on the original rule until 90 
days after the supplemental rule is issued. Based on current expec- 
tations, this would mean that the proposed effective date for the re- 
mittances rule will be during the spring. 

The Bureau will continue to work with industry and others to fa- 
cilitate preparations for implementation during the intervening pe- 
riod. The Bureau expects to move quickly once the proposal is 
issued to ensure that the new consumer protections afforded by the 
rule can be effectively implemented and delivered to consumers as 
soon as possible. 
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Q.4. Mr. Cordray, in the remittance transfers rule the Bureau re- 
quires the disclosure of foreign taxes, despite the fact that this is 
not required by the Dodd-Frank Act. 

What will be the cost to a community bank to figure out all the 
foreign tax laws that might apply for every country around the 
world? 

A.4. As the Bureau stated in adopting the final rule, EFTA section 
919(a)(2)(A)(i) requires a remittance transfer provider covered by 
the rule to disclose the amount to be received by the designated re- 
cipient. Thus, the final remittance rule requires providers to dis- 
close all fees and taxes specifically related to the remittance trans- 
fer, regardless of the entity that charges them, as these elements 
have a direct impact on the amount made available to the des- 
ignated recipient. Many community banks — those that perform 
fewer than 100 such transfers per year — will qualify for the normal 
course of business safe harbor and will therefore not need to pro- 
vide this information. For those that do not qualify for the safe har- 
bor, the Bureau understands that some remittance transfer pro- 
viders, including community banks, may face difficulties in dis- 
closing fees assessed by a recipient’s financial institution and for- 
eign taxes applicable to a transfer. Therefore, the Bureau plans to 
propose revisions to the rule’s disclosure provisions concerning for- 
eign taxes and recipient institution fees. The proposal would pro- 
vide additional flexibility around these requirements, including by 
permitting providers to base fee disclosures on published bank fee 
schedules and by providing further guidance on foreign tax disclo- 
sures where certain variables may affect tax rates. Under the pro- 
posal, disclosure of foreign taxes imposed on remittance transfers 
would be limited to taxes imposed at the national level, and would 
not encompass taxes that may be imposed by foreign, subnational 
jurisdictions. 

Q.5. Mr. Cordray, a recent rule by the Bureau would mandate that 
loan officers offer a plain vanilla mortgage with no-points and no- 
fees, unless “consumers are unlikely to qualify for such a loan.” 

How will loan officers determine whether a consumer is likely to 
qualify for a plain vanilla mortgage at the time of the offer? 

What are the penalties and legal liabilities for entities that fail 
to offer the plain vanilla mortgage? 

A.5. The Dodd-Frank Act contains a provision that would generally 
prohibit the imposition of any upfront discount points, origination 
points, or fees on consumers for mortgage loans in which a creditor 
or loan originator organization (i.e., mortgage brokerage firm) pays 
a loan originator a transaction-specific commission. As an alter- 
native to this complete prohibition, the Bureau proposed in August 
2012, pursuant to authority granted by the Dodd-Frank Act, to 
allow loans that include such points and fees if the creditor also 
makes available to the consumer a comparable, alternative loan 
that does not include those points and fees. The purpose is to allow 
the consumer to compare two similar mortgage options — i.e., one 
with points and fees, and one without but with a higher interest 
rate — to see and understand the different ways to pay for the same 
mortgage product. 
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To be comparable, the alternative loan would generally have the 
same terms and conditions as the loan that includes points and 
fees; however, the alternative loan would not necessarily be “plain 
vanilla” because no restrictions would be imposed on, for example, 
the loan term, the amount of the interest rate, whether the rate 
is fixed or adjustable, or whether the payments are fully amor- 
tizing. 

As noted, the proposal provides that the creditor would not need 
to make available the alternative loan if a consumer is unlikely to 
qualify for that loan. Under the proposal, the creditor would need 
to have a good faith belief that the consumer is unlikely to qualify 
based on its own current pricing and underwriting policy. In mak- 
ing this determination, the creditor could rely on information pro- 
vided by the consumer, even if that information is subsequently de- 
termined to be inaccurate. We specifically sought comment on how 
this aspect of the proposal might be improved, and are in the proc- 
ess of considering and evaluating the feedback received as we de- 
velop the final rule. 

If a creditor or loan originator were to fail to comply with the ap- 
plicable requirements of the final rule, liability and penalties would 
be determined under sections 108 and 130 of TILA, 15 U.S.C. 1607, 
1640. 

Q.6. Mr. Cordray, last month the Bureau released a mortgage serv- 
icing rule that includes new rules on loss mitigation, even though 
RESPA, the underlying statute, does not cover loss mitigation. In- 
stead, the Bureau relied upon a Dodd-Frank Act amendment to 
RESPA, which allows the Bureau to write rules “appropriate to 
carry out the consumer protection purposes of this Act.” 

Given the broad language of that amendment to RESPA, what 
are the limits of your authority under RESPA? 

Would the Bureau ever need Congress to amend RESPA in the 
future, or can you exercise this new authority to make any changes 
you deem necessary? 

A.6. RESPA imposes obligations upon servicers when servicing fed- 
erally related mortgage loans that are intended to protect bor- 
rowers. As amended by the Dodd-Frank Act, this includes a prohi- 
bition against failing to take timely action to respond to borrowers’ 
requests to correct errors relating to “avoiding foreclosure, or other 
standard servicer’s duties.” RESPA section 6(k)(l)(E) also states 
that a servicer of a federally related mortgage shall not fail to com- 
ply with any obligation found by the Bureau, by regulation, to be 
appropriate to carry out the consumer protection purposes of 
RESPA. 

Each of the provisions proposed in the mortgage servicing rule- 
making, including the loss mitigation procedures, addresses the 
consumer protection purposes of RESPA as described in the Notice 
of Proposed Rulemaking. The Bureau is limited to issuing regula- 
tions consistent with the authorities granted by Congress. The 
Legal Authority section to the Notice of Proposed Rulemaking more 
fully describes the scope of the Bureau’s legal authority to amend 
RESPA. 

Q.7. Mr. Cordray, the mortgage servicing rule released by the Bu- 
reau last month expanded the obligations required for mortgage 
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servicers by amending RESPA. Since RESPA has a private right of 
action, consumers will now have a Federal private right of action 
against a servicer for any alleged failure to engage in proper loss 
mitigation. 

Do you have any concerns that exposing servicers to more law- 
suits will make banks less willing to lend, especially to riskier con- 
sumers? 

Did you conduct any economic analysis on how much this rule 
will increase the cost of mortgages by exposing banks to more law- 
suits? 

A.7. One of the clear lessons of the mortgage crisis has been that 
good loss mitigation practices provide better outcomes for con- 
sumers and mortgage investors. Despite this, many servicers, who 
stand in between those parties, have not undertaken the work nec- 
essary to implement good loss mitigation practices to achieve those 
better outcomes. 

To correct this problem, the Bureau proposed to establish loss 
mitigation procedures, which are designed to ensure that borrowers 
receive information about loss mitigation options available to them 
and the process for applying for those options. Under the proposed 
rule, borrowers would be evaluated for all options for which they 
may be eligible, have an opportunity to appeal decisions by the 
servicer regarding loan modification options, and be protected from 
foreclosure until the process of evaluating the borrower’s complete 
loss mitigation application has ended. Further, servicers would be 
required to produce a record of decisions and, in the case of loss 
mitigation, the reasons for denial. The Bureau’s proposed mortgage 
servicing rules would create reasonable, commonsense, and trans- 
parent procedures that would be used to hold servicers accountable. 
Under the proposal, a private right of action would exist for failure 
to follow these procedures. 

The Bureau carefully considered the benefits, costs, and impacts 
of each significant provision of the proposed rule, including the loss 
mitigation procedures. As stated in the proposed rule, absent rules 
governing the loss mitigation process, investors and guarantors 
may structure loss mitigation efforts as vague discretionary activi- 
ties, eliminate loss mitigation efforts altogether, or worse, signifi- 
cantly reduce mortgage market activity, potentially curtailing gen- 
eral access to credit. The Bureau recognized the benefits, costs, and 
impacts of the private right of action associated with the proposed 
loss mitigation procedures and with certain other proposed amend- 
ments to Regulation X. The Bureau notes that the regulatory anal- 
yses in the proposal generally assume that firms comply with a 
proposed rule and therefore incur the costs associated with compli- 
ance. Any other approach would require the Bureau to reduce the 
costs of compliance by a specified factor. In other words, the costs 
of civil liability would require the Bureau to determine the prob- 
ability that a firm in compliance with the proposed rule would face 
additional lawsuits based on a violation of the loss mitigation pro- 
cedures. This probability would have to reflect both any increase in 
lawsuits asserting violation of the proposed loss mitigation proce- 
dures and any reduction in lawsuits asserting violations of existing 
legal requirements to the extent that such reduction were to result 
from compliance with the proposed loss mitigation provisions. 
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For example, compliance with the proposed reasonable informa- 
tion management procedures may reduce lawsuits asserting that 
servicers have failed to comply with applicable law with respect to 
sworn affidavits and notarized documents in connection with fore- 
closure proceedings. Similarly, compliance with the proposed loss 
mitigation procedures may reduce lawsuits asserting claims based 
on a servicer conducting a foreclosure sale when a borrower has ac- 
cepted an offer of a loss mitigation option and is performing pursu- 
ant to such option. The Bureau lacked data with which to estimate 
this probability at the time of the proposal, but specifically sought 
comment and data on issues effecting its consideration of benefits 
and costs and will evaluate the information received and continue 
its own internal analyses in preparing the final rule. 

Q.8. Mr. Cordray, the recent settlement with Capital One resulted 
in the Bureau and the OCC collecting civil money penalties of $25 
million and $35 million, respectively. By law, the OCC must give 
its entire penalty to Treasury. In contrast, the Bureau’s civil money 
penalty will go to its own slush fund. The Bureau will then have 
unilateral authority to decide how to allocate the $25 million. 

Will any portion of the $25 million obtained by the Bureau go to 
Treasury? 

A.8. In the Dodd-Frank Act, Congress authorized the Bureau to use 
civil penalties only for payments to victims, and, in certain cir- 
cumstances, consumer education and financial literacy programs. 
In particular, §1017(d)(2) provides: 

Amounts in the Civil Penalty Fund shall be available to 
the Bureau, without fiscal year limitation, for payments to 
the victims of activities for which civil penalties have been 
imposed under the Federal consumer financial laws. To 
the extent that such victims cannot be located or such pay- 
ments are otherwise not practicable, the Bureau may use 
such funds for the purpose of consumer education and fi- 
nancial literacy programs. 

Q.9. Please provide a break-down of how the Bureau will distribute 
these funds and the procedures the Bureau used to decide how to 
allocate these funds. 

A.9. The Bureau has made available on its Web site an overview 
of the Civil Penalty Fund: http: ! I files.consumerfinance.gov ! f! 
201207 cfpb civil penalty fund factsheet.pdf. 

As that document notes, the Bureau has created a Civil Penalty 
Fund Governance Board, which is responsible for ensuring that the 
Civil Penalty Fund is administered in a manner that is consistent 
with the Dodd-Frank Wall Street Reform and Consumer Protection 
Act. In addition, the Civil Penalty Fund Governance Board is re- 
sponsible for developing policies and procedures, including appro- 
priate internal controls, to ensure that money deposited in the Civil 
Penalty Fund is distributed in a manner that: 

• Supports the Bureau’s mission, responsibilities, policies, and 
priorities; 

• Complies with the Dodd-Frank Act and all other applicable 
laws and regulations, as well as internal CFPB policies and 
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procedures and legal opinions of the CFPB’s Office of General 
Counsel; 

• Protects against waste, fraud, and abuse; 

• Provides appropriate transparency regarding the use of CPF 
monies, including the manner of distribution, any associated 
administrative expenses, and, where applicable, the mecha- 
nism for identifying individual victims; 

• Ensures appropriate and robust oversight of contractors; and 

• Enhances program efficiency through regular operational anal- 
yses and development of appropriate performance metrics. 

The Bureau has also posted the criteria it will use in making 
available Civil Penalty Fund monies for Consumer Education and 
Financial Literacy programs: http: ! I files.consumerfinance.gov ! f! 

201207 cfpb civil penalty fund criteria.pdf. The Bureau will 

use the Federal procurement process for these programs. 

Q.IO. Mr. Cordray, in past Congressional testimony you were 
asked whether the CFPB is considering how several mortgage rules 
are going to work together and the steps you are taking to analyze 
and mitigate the cumulative impact of these rules on the affected 
small businesses. In response you stated that you have solicited for 
comment the potential impact of these proposed rules and have 
asked for data illustrating the impact on small business. Your re- 
sponse indicates that you believe that small businesses will have 
the ability to respond to each of these rulemakings. The TILA/ 
RESPA rule alone, however, is 1,100 pages in length and contains 
155 requests for comment or additional data. 

Do you expect that small- and medium-size banks will have the 
ability to read and respond to all of these requests? 

What will you infer if you do not receive a response to one of 
these requests? 

What additional data are you obtaining on your own during the 
comment periods of each of these rules? 

A.IO. We recognized the challenge in responding to so many mort- 
gage rulemakings at one time, and developed summaries of each 
proposal released this summer that were specifically designed to 
help small- and medium-sized businesses identify and respond to 
the most critical elements of each proposal. We believe these were 
a useful complement to the longer documents, which as required by 
law provide general background, a detailed discussion of each ele- 
ment of the proposal, and our analyses of its impacts on covered 
persons and consumers, in addition to the proposed regulation text 
and commentary. 

The Bureau received hundreds of comments in response to the 
proposed rules that were issued over the summer, including com- 
ments from small- and medium-sized banks and their trade asso- 
ciations. The Bureau will base its final rules on a careful evalua- 
tion of all available information. 

In all of the proposals, the Bureau explicitly requested data to 
support analyses regarding the impacts of the rules and of specific 
provisions. Some commenters have provided quantitative and qual- 
itative information, although we have received limited firm or 
transaction-specific data in response to these requests. In addition. 
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the Bureau described its own efforts to gather additional data ger- 
mane to several of the rules: loan-level data from other Federal 
agencies; data about closings from selected institutions; and data 
from a new national database. We have received some of this data 
and, where appropriate, the Bureau is using it to supplement other 
existing sources as we continue to analyze the impacts of the rules. 

Q.ll. Mr. Cordray, in conjunction with the Capital One settlement 
you issued a compliance bulletin on the marketing of credit card 
add-on products. 

Why did the Bureau decide to issue a bulletin on the marketing 
of credit card add-on products instead of issuing a proposed rule? 

Going forward, how will you determine whether to issue guid- 
ance (whether through a bulletin or other announcement) or a pro- 
posed rule? 

A.11. The Capital One action was based on the conduct of that in- 
stitution. However, complaints received by the Bureau indicate — 
and the Bureau’s supervisory experience confirms — that consumers 
have been misled by the marketing and sales practices associated 
with credit card add-on products offered by other institutions. Such 
practices violate current law. Consequently, the Bureau issued a 
compliance bulletin as a means of highlighting existing compliance 
requirements for the industry and providing insight into Bureau 
supervisory expectations. Notably, the bulletin does not impose any 
new requirements. Going forward, the Bureau will continue to use 
the rulemaking process for adopting new requirements, while pro- 
viding guidance through bulletins and other methods regarding 
compliance with existing requirements. 

Q.12. Mr. Cordray, the Bureau stated in a procedural rule that the 
Bureau will supervise a nonbank company if the Bureau deter- 
mines that the company is engaging, or has engaged, in conduct 
that poses a risk to consumers with regard to the offering or provi- 
sion of consumer financial products or services. 

What conduct do you believe would constitute a “risk to con- 
sumers” that would warrant supervision by the Bureau? 

What particular systems, policies or metrics have you developed 
to determine whether a “risk to consumers” has occurred and what 
are the metrics you have created to assess such risks? 

A.12. As an initial matter, we note that the Bureau has published 
a proposed rule to establish procedures to implement section 
1024(a)(1)(C) of the Dodd-Frank Act; the Bureau has not yet pub- 
lished a final rule establishing these procedures. Under section 
1024(a)(1)(C), Congress authorized the Bureau to supervise a 
nonbank covered person when: 

the Bureau has reasonable cause to determine, by order, 
after notice to the covered person and a reasonable oppor- 
tunity for such covered person to respond, based on com- 
plaints collected through the system under section 
1013(b)(3) or information from other sources, that such 
covered person is engaging, or has engaged, in conduct 
that poses risks to consumers with regard to the offering 
or provision of consumer financial products or services. 
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The Bureau is authorized to require reports from, and conduct 
examinations of, nonbank covered persons subject to supervision 
under section 1024. 

Next, as you mentioned, the proposed rule is procedural; it is not 
a substantive rule. The proposed procedures relate to, inter alia, 
issuing the notice required by section 1024(a)(1)(C), providing a 
covered person with a reasonable opportunity to respond, and es- 
tablishing a framework for the Bureau’s consideration of any re- 
sponse. Congress did not define “risk to consumers” in the Dodd- 
Frank Act, thus, the Bureau set forth, by statutory guidance, the 
factors it employs in making 1024(a)(1)(C) determinations. This 
guidance includes, for example, the Bureau’s key objectives under 
the Dodd-Frank Act, such as protecting consumers from unfair, de- 
ceptive or abusive acts or practices; ensuring consistent enforce- 
ment of Federal consumer financial law; and ensuring that markets 
for consumer financial products and services are fair, transparent, 
and competitive. ^ Thus the Bureau may consider, among other fac- 
tors, whether a nonbank covered person has engaged in conduct 
that would pose risk to consumers because it involves unfair, de- 
ceptive, or abusive acts or practices, or because the conduct other- 
wise violates Federal consumer financial law. 


RESPONSES TO WRITTEN QUESTIONS OF SENATOR REED 
FROM RICHARD CORDRAY 

Q.l. A recent U.S. PIRG report highlighted some troubling prac- 
tices with prepaid debit cards and other third party distribution ar- 
rangements for student financial aid. Do you have plans to look at 
such practices in more detail? Has the CFPB received consumer 
complaints in this area? 

A.l. The Bureau has been engaged actively in this issue on mul- 
tiple fronts by working closely with other agencies, accepting con- 
sumer complaints, and producing information for consumers. 

The Bureau works closely with other banking regulators and pro- 
vided input to the Federal Deposit Insurance Corporation (FDIC) 
about their oversight activities in the student lending industry. In 
August, the FDIC reached a settlement with a provider of third 
party distributors of student financial aid. 

To coincide with the announcement of the settlement, the Bureau 
issued a consumer advisory to all students expecting to receive 
scholarship and student loan proceeds onto — what appears to be — 
a school-endorsed debit card. For back-to-school season, the Bureau 
released a “Student Banking 101” guide to help newly enrolling 
students make smarter banking choices. 

The Bureau also works closely with the Department of Edu- 
cation, who administers loan programs under Title IV of the High- 
er Education Act, on ways to enhance compliance and protect con- 
sumers The Bureau will continue to provide technical assistance on 
consumer financial markets for private student lending to the De- 
partment of Education as necessary. 

The Bureau receives complaints on deposit products, including 
student checking accounts, through our consumer response portal 


112 U.S.C. §5511(b). 
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and we will continue to monitor these complaints to identify risks 
in the marketplace. 

Q.2. We continue to see student loan debt rise and borrowers 
struggling with delinquency and default. How many borrowers 
have sought assistance from the CFPB’s Student Loan Ombuds- 
man? What have been the major problems for borrowers? How have 
they been resolved? 

A.2. A few weeks ago, the Bureau released the Annual Report of 
the CFPB Student Loan Ombudsman detailing the problems re- 
ported by private student loan borrowers. Since March 2012, the 
Bureau has received approximately 2,900 complaints on private 
student loans. With 95 percent of the complaints about servicing, 
the report notes a strong resemblance to issues reported in the 
mortgage servicing market. A breakdown of the complaints: 

• 65 percent relate to servicing, including complaints about fees, 
billing, deferment, forbearance, fraud, and credit reporting. 

• 30 percent are about problems consumers face when they are 
unable to pay, including complaints about default, debt collec- 
tion, and bankruptcy practices. 

• 5 percent concern getting a loan, including problems with origi- 
nation, marketing, and borrower confusion about loan terms 
and conditions. 

The median amount of monetary relief awarded, for those cases 
in which a consumer received monetary relief, was $1,572. 

Q.3. The CFPB recently introduced the second version of its Finan- 
cial Aid Comparison Shopper. What sort of feedback has the CFPB 
received about this tool? Have families been able to take advantage 
of the Shopping Sheet for this school year? If not, when will it be 
fully functional? 

A.3. In July, Education Secretary Arne Duncan and CFPB Director 
Richard Cordray announced the final version of a “Financial Aid 
Shopping Sheet”, which assists families when making comparisons 
between college financial aid offers. The final version reflects the 
Bureau’s close collaboration with the Department of Education, as 
well as broad input provided directly by consumers on the proposed 
form. 

To help facilitate better decision making on student loans, the 
Bureau developed a beta tool for testing that would allow students 
and families to use their Shopping Sheets to estimate their future 
debt burdens and other information. During the beta test, the Bu- 
reau received a substantial amount of constructive feedback from 
users. For example, a survey conducted by an association rep- 
resenting college admissions counselors found that over 80 percent 
of their members said the tool was “useful” and that nearly half 
would recommend the tool to students/families without any modi- 
fications. 

Now that the final version of the Financial Aid Shopping Sheet 
has been released, the Bureau plans to modify the beta version of 
the tool to be compatible with the Shopping Sheet. The Bureau 
hopes to produce a new version of this tool after gathering further 
input from consumers and schools in the upcoming year. 
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Q.4. The CFPB has been working with the prudential regulators to 
address mortgage servicer practices that may pose risks to military 
homeowners who receive Permanent Change of Station (PCS) or- 
ders. Could you please provide an update on the PCS issue? Has 
the Interagency Guidance on Mortgage Servicing Practices Con- 
cerning Military Homeowners with PCS Orders released on June 
21 , 2012, had any effect so far? Please explain. 

A.4. As a result of effective interagency work, the Bureau, along 
with other Federal regulators, issued joint guidance that addressed 
mortgage servicer practices that may pose risks to military home- 
owners. The guidance helps ensure compliance with consumer laws 
and regulations covering military homeowners who have received 
Permanent Change of Station (PCS) orders. Holly Petraeus and her 
staff in the CFPB’s Office of Servicemember Affairs also worked 
with the Department of Treasury to provide more opportunities for 
mortgage assistance to military homeowners under the Home Af- 
fordable Modification Program (HAMP) and with the Federal Hous- 
ing Finance Authority (FHFA) in connection with Fannie Mae’s 
and Freddie Mac’s announcements that Permanent Change of Sta- 
tion orders could be classified as a qualifying hardship for mort- 
gage loan modification or other assistance. Additionally, the Bu- 
reau worked with the FHFA in connection with Fannie Mae’s and 
Freddie Mac’s new short sale guidelines for servicemembers with 
PCS orders. This policy, which went into effect on November 1, 
2012, allows servicemembers who are being relocated due to PCS 
orders to be automatically eligible for short sales, even if they are 
current on their existing mortgages, and they will be under no obli- 
gation to contribute funds to cover the shortfall between the out- 
standing loan balance and the sale price of their primary resi- 
dences, if the property was purchased on or before June 30, 2012. 

Since the release of the Bureau’s PCS guidance, we have seen an 
increase in the volume of servicemember-related mortgage com- 
plaints, possibly due to the publicity generated as a result of the 
release. Upon investigating these complaints, we have observed 
mixed results from mortgage servicers. Although most servicers ini- 
tially appeared uninformed regarding this issue, once contact was 
made by the Bureau and the guidance was provided to them, many 
became much more responsive to this subset of consumers. We 
found that some servicers created executive-level review boards 
dedicated to assisting these consumers, manned by representatives 
who quickly became familiar with the guidance. On the other hand, 
some servicers continue to struggle to comply with the guidance 
even upon subsequent recontact with the Bureau. As the guidance 
notes, if the Bureau were to “determine that a servicer has engaged 
in any acts or practices that are unfair, deceptive, or abusive, or 
that otherwise violate Federal consumer financial laws and regula- 
tions, the [Bureau] will take appropriate supervisory and enforce- 
ment actions to address violations that harm consumers and seek 
all appropriate corrective actions, including requiring the mortgage 
servicer to strengthen its programs and processes.” 

The Bureau will continue to monitor these complaints and deter- 
mine what additional steps can be taken to assist military home- 
owners who receive PCS orders. 
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RESPONSES TO WRITTEN QUESTIONS OF 
SENATOR MENENDEZ FROM RICHARD CORDRAY 

Q.l. Director Cordray, I have long advocated national standards for 
banks that collect homeowners’ mortgage payments, including 
chairing a hearing on that issue about 2 years ago. 

Will the national standards include requiring early in-person out- 
reach to delinquent borrowers to try to help save their homes? 

A.I. As discussed in the proposed mortgage servicing rules, the Bu- 
reau agrees that early contact with delinquent borrowers is crucial 
to helping those borrowers understand options that may be avail- 
able to retain their homes, as well as the ramifications of the fore- 
closure process. 

The proposed rules would require servicers to provide delinquent 
borrowers with two notices. First, under the proposed rules, 
servicers would be required to notify or make good faith efforts to 
notify a borrower orally that the borrower’s payment is late and 
that loss mitigation options may be available, if applicable. 
Servicers would be required to take this action within 30 days after 
the payment due date, unless the borrower satisfies the payment 
during that period. Second, servicers would be required to provide 
a written notice with information about the foreclosure process, 
housing counselors and the borrower’s State housing finance au- 
thority, and, if applicable, information about loss mitigation options 
that may be available to the borrower not later than 40 days after 
the payment due date, unless the borrower satisfies the payment 
during that period. Servicers could incorporate in-person outreach 
procedures to comply with these proposed requirements. The Bu- 
reau continues to evaluate the proposed timing and content of 
these notices in light of the numerous comments it has received on 
the proposed rules. 

The proposed notices were designed primarily to encourage delin- 
quent borrowers to work with their servicer to identify their op- 
tions for avoiding foreclosure. The Bureau recognizes that not all 
delinquent borrowers who were to receive such notices would re- 
spond to the servicer and pursue available loss mitigation options. 
However, the Bureau believes that the notices would ensure, at a 
minimum, that all borrowers have an opportunity to do so at the 
early stages of a delinquency. We believe it is generally more useful 
to borrowers to begin discussions with servicers early, in order to 
identify which options may be best for their families. 

Q.2. The CFPB’s draft loan origination rule includes provisions 
that it claims would “help level the playing field” between bank 
and nonbank mortgage origination employees. However, the SAFE 
Act requires nonbank mortgage originators to take prelicensing and 
continuing education courses and a licensing exam — whereas the 
proposed rule includes none of these requirements for people who 
work at banks. Why didn’t the CFPB establish prelicensing course 
requirements and an exam for individuals that lack at least a few 
years of direct experience in mortgage loan origination, particularly 
for individuals doing substantive loan origination work? Why didn’t 
the CFPB require all mortgage loan origination employees complete 
at least the 3 hours in continuing education courses in Federal 
laws and regulations and the 2 hours in continuing education eth- 
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ics courses that are required of all nonbank employees covered 
under the SAFE Act? 

A.2. The proposed rule would require banks as well as other enti- 
ties that would be subject to this portion of the rule to provide peri- 
odic training to ensure that each of its loan originators has the nec- 
essary knowledge of State and Federal legal requirements that 
apply to the loans that the individual loan originator will originate. 
The training would have to cover the particular responsibilities of 
the loan originator and the nature and complexity of the loans that 
the particular loan originator originates. 

The intention of the proposed rule was to accomplish the same 
goals as the prelicensing and continuing education that the SAFE 
Act imposes for State-licensed loan originators, which are to ensure 
that that loan ori^nators have adequate knowledge to perform 
loan origination activities, and that they continue to update and re- 
fresh that knowledge. However, it was also meant to reflect limita- 
tions in the Bureau’s authority and to respond to concerns of other 
Federal regulators that the Bureau should not impose training re- 
quirements that are duplicative of requirements the regulators al- 
ready impose for loan originators such as banks and credit unions. 
Accordingly, under the proposed rule continuing education classes 
approved for State-licensed loan originators are sufficient to meet 
the proposed standard, but the proposed rule also permits other 
training courses and methods that are tailored to the particular 
loan origination activities of the bank loan originator. 

The proposed rule does not include a requirement for loan origi- 
nators employed by banks to pass the standardized test that appli- 
cants for State licenses must pass. As the proposal discussed, the 
Bureau has been seeking evidence to show whether or not existing 
bank practices, as well as the proposed training requirements, are 
adequate to ensure that the knowledge of bank loan originators is 
comparable to that of loan originators who pass the standardized 
test. This is an issue the Bureau is considering as it develops the 
final rule. 


RESPONSES TO WRITTEN QUESTIONS OF SENATOR CORKER 
FROM RICHARD CORDRAY 

Q.l. Dodd-Frank made a change, as you are likely aware, to the 
definition of “high cost loan.” Under Dodd-Frank’s new rules, a 
high cost loan is any loan where the APR exceeds the average 
prime rate by 6.5 percent for loans greater than $50,000 in size, 
of 8.5 percent for loans under $50,000. Unfortunately for many in 
the manufactured housing industry, the nature of how these loans 
work means that the lenders are bumping up against the triggers 
quickly. For example, many lenders will help a borrower roll the 
upfront closing costs and document costs into the underlying loan, 
but since these costs are fixed and the loans are for low dollar 
amounts, it makes the APR high and so these loans can’t be made. 
As you know, the Bureau has significant authority to raise the 
HOEPA APR and the points and fees triggers. Is this something 
the Bureau is actively considering? What steps do you anticipate 
the Bureau taking to ensure that access to small balance loans, 
such as those needed to purchase affordable and manufactured 
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housing, is not diminished? Are you concerned that these high cost 
loan triggers are problematic for loans that are low balance? 
Should Congress do something about this if it is a problem from 
a statutory perspective? 

A.l. We are carefully analyzing all of these questions as we work 
on the final rule. Our proposal sought comment and data on wheth- 
er any adjustments should be made to the APR triggers for HOEPA 
coverage generally. We also sought comment specifically on wheth- 
er adjustments should be made to the 8.5 percent APR trigger or 
$50,000 size threshold for first-lien transactions that are secured 
by a dwelling that is personal property, such as certain manufac- 
tured housing loans. We note that the Bureau generally has the 
authority to make adjustments to the definition of “high-cost mort- 
gage.” Additionally, the Bureau has the authority to adjust the per- 
centage points for the APR triggers if such adjustments are con- 
sistent with the statutory consumer protections for high-cost mort- 
gages and are warranted by the need for credit. The Bureau also 
has the authority to adjust the definition of points and fees for the 
purposes of determining whether a loan meets the points and fees 
threshold. 

Before finalizing our proposal, we will consider the impact of the 
proposed triggers on various types of loans, including manufactured 
housing loans and small balance loans generally. We are currently 
reviewing all of the comments, we are aware of the concerns sur- 
rounding loans for manufactured housing and small balances, and 
will closely review all available data to determine whether any ad- 
justments to the HOEPA triggers should be made. 

Q.2. RESPA/TILA was a subject of conversation at the hearing. As 
Senator Shelby pointed out, the draft rule designed to simplify 
these disclosures is 1,000 pages long. Are you concerned that com- 
plying with a complex rule such as this will prove challenging for 
community banks? In addition, if the APR calculation is not helpful 
to consumers — and the CEPB has indicated it might not be — should 
it be eliminated as a requirement in disclosure? 

A.2. We are confident that the final TILA-RESPA integrated dis- 
closure rule will ease compliance burdens for community banks by 
eliminating duplicative forms and resolving long-standing uncer- 
tainties that led the Department of Housing and Urban Develop- 
ment (HUD) to issue hundreds of responses to frequently asked 
questions. In fact, much of the proposal’s length results from the 
Bureau’s provision of extensive guidance on how to comply, includ- 
ing samples of completed forms for a variety of different types of 
mortgage loans. Industry repeatedly requested this guidance dur- 
ing our outreach and the Small Business Review Panel process be- 
cause knowing exactly what they need to do can save time, energy, 
and costs. Once the rule is finalized, we plan to publish a compli- 
ance guide and to reach out to the banks and their service pro- 
viders to help them come into compliance. 

The Annual Percentage Rate (APR) is intended to show con- 
sumers the total cost of credit spread out over the entire life of the 
loan and expressed as a percentage. Consistent with prior research 
by the Federal Reserve Board and HUD, however, the Bureau’s 
qualitative testing indicates that the APR may not be a helpful dis- 
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closure for many consumers because it is difficult for consumers to 
understand and use effectively when comparing loans. Neverthe- 
less, the Bureau did not propose to eliminate the APR disclosure, 
which is critical to determining whether loans are subject to cer- 
tain additional protections under Federal and State law. Further, 
because we know consumers face difficulties in using the APR dis- 
closures to compare mortgages, in part because not all charges are 
currently required in these disclosures, the Bureau is proposing a 
more inclusive definition of the finance charge, which would make 
the APR a more accurate reflection the overall cost of credit. For 
example, the APR would now include title insurance, which is the 
largest charge for many consumers. The Bureau’s intent in includ- 
ing all charges in an APR is to enhance consumer understanding 
and shopping with improved disclosures. 

Q.3. I asked you about the complaints posted on the CFPB Web 
site, which also contain information on the financial institution 
that a customer is upset with. You said you verify that there is a 
relationship between the customer and the financial institution. Is 
this the only piece of information you confirm? Or do you go any 
deeper in terms of due diligence before posting these complaints 
online? 

A.3. The Bureau maintains significant controls to authenticate 
complaints. Each complaint is checked to ensure that it is sub- 
mitted by the identified consumer or from his or her specifically au- 
thorized representative. Each submission is also reviewed to deter- 
mine if it is a complaint, an inquiry, or feedback. (Submissions in 
the latter two categories are not forwarded to companies for han- 
dling as complaints.) Eurther, each complaint is checked to identify 
duplicate submissions by a consumer who has already filed with 
the Bureau a complaint on the same issue. Einally, complaints are 
only routed to companies when they contain all the required fields, 
including the complaint narrative, the consumer’s narrative state- 
ment of his or her fair resolution, and the consumer’s contact infor- 
mation. Companies view and respond to complaints using their se- 
cure web portals, which they also use to notify the Bureau if a com- 
plaint has been routed incorrectly, if they suspect manipulation, 
etc. Companies have 15 days to provide a response. 

Complaints are only posted to the Consumer Complaint Database 
after companies provide a response which confirms a relationship 
with the consumer or after they have had 15 days to review the 
complaint, whichever comes first. 


RESPONSES TO WRITTEN QUESTIONS OF SENATOR JOHANNS 
FROM RICHARD CORDRAY 

Q.l. Mister Cordray, I first want to offer thanks and an acknowl- 
edgement of a bit of work well done that many bankers in Ne- 
braska very much appreciated. Acting in response to a question 
from one of my bankers, your Assistant Director David Silberman 
made the trek to Gothenburg, Nebraska — not a terribly convenient 
place to get to, mind you — and spent an entire day walking 
through the practices and procedures of a small community bank, 
speaking with account managers, loan officers, and customers to 
get a better feel for how a bank of that size operates. 
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I think that was an ahove-and-beyond show of humility and good 
faith, and the bankers in Nebraska wanted me to extend my 
thanks to you and Mr. Silberman. With yesterday’s announcement 
of your Community Bank Advisory Council, I hope that more and 
more of this occurs, so that when rules are written by the Bureau, 
the operational differences between the biggest banks and the com- 
munity banks are fully appreciated and accounted for. As I hope 
the visit to Gothenburg made clear, a one-size-fits-all approach to 
banking rulemaking just does not work. 

A.l. The Bureau is always pleased to meet with community bank- 
ers, and we have held dozens of such meetings and roundtables 
with community bankers around the country to hear directly from 
them. 

Q.2. I have concerns about the governance and quality control pro- 
cedures that the Bureau has in place. Let me give you an example: 

I spoke with a community banker from Alma, Nebraska, over the 
August recess. He relayed to me at least three occasions in the last 
6 months where his bank received complaints from the Bureau that 
should have been directed to other institutions. Two were intended 
for Texas banks and another to the First State Bank of St. Clair 
Shores, Michigan, some 979 miles from Alma. 

Even though these complains were erroneous, they still require 
time and resources to identify, investigate and respond to. Now, on 
their own, none of these are egregious, and none of them too time- 
consuming for the banker on the other end, but when the mistakes 
begin to add up, now we’re wasting resources that will otherwise 
be used serving small Nebraska communities. 

As we all know, you are growing quite rapidly and paying your 
employees quite a bit more than the typical Government employee. 
With so many people getting paid great sums of money, where are 
the basic quality controls? What procedures are in place to make 
sure that a tiny institution like the First State Bank in Alma, Ne- 
braska, doesn’t continue to get bogged down in paperwork from er- 
roneous complaints? 

Is there a process in place to ensure that a complaint is legiti- 
mate, and then that the legitimate complaints are actually for- 
warded to the correct institutions? 

A.2. The Bureau maintains significant controls to authenticate 
complaints. Each complaint is checked to ensure that it is sub- 
mitted by the identified consumer or from his or her specifically au- 
thorized representative. Each submission is also reviewed to deter- 
mine if it is a complaint, an inquiry, or feedback. (Submissions in 
the latter two categories are not forwarded to companies for han- 
dling as complaints.) Further, each complaint is checked to identify 
duplicate submissions by a consumer who has already filed with 
the Bureau a complaint on the same issue. Finally, complaints are 
only routed to companies when they contain all the required fields, 
including the complaint narrative, the consumer’s narrative state- 
ment of his or her suggested resolution, and the consumer’s contact 
information. 

Companies view and respond to consumers using their secure 
Web portals, which they also use to notify the Bureau if a com- 
plaint has been routed incorrectly. As we work to continually im- 
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prove our complaint routing accuracy, such notifications from com- 
panies are key to routing complaints to the correct companies and 
increasing routing accuracy over time. 

We regret the inconvenience caused by three complaints being 
misdirected to First State Bank in Nebraska instead of companies 
with the same name in Texas and Michigan. Once notified by First 
State Bank in Nebraska that complaints had been misrouted, the 
CFPB rerouted the complaints to the correct First State Bank. We 
are committed to redoubling our efforts in this regard as we strive 
to make our complaint resolution process work for both consumers 
and companies. 

Q.3. In June of this year, Bureau officials testified before the 
House Financial Services Committee on the implementation of the 
“ability to pay” rules for credit card lending that were mandated 
under the CARD Act. 

As you know, mandating that a credit card issuer only take into 
account the applicant’s individual income and not that of a spouse 
or the entire household when evaluating ability to pay can have 
many unintended negative consequences on folks like military 
spouses or stay-at-home moms and dads. 

While I understand that the original rules were written by the 
Fed, they were part of the package transferred to the Bureau. In 
that appearance. Associate Director Hillebrand testified that the 
Bureau hoped to announce next steps in reforming these harmful 
rules by the end of summer. I was hoping you could shed some 
light on the progress you’re making on this front? 

A.3. The Bureau recently issued a Notice of Proposed Rulemaking 
in which it seeks to make it easier for spouses and partners who 
do not work outside the home to qualify for credit cards and estab- 
lish their own credit histories. The comment period for the proposal 
will end 60 days after the notice is published in the Federal Reg- 
ister. 

The proposal would generally eliminate the independent ability- 
to-pay requirement for consumers and applicants age 21 or older 
and instead permit credit card issuers to consider income and as- 
sets to which the consumer or applicant has a reasonable expecta- 
tion of access. For spouses and partners under the age of 21 (in- 
cluding military spouses), the proposal seeks comment on whether 
to make adjustments to the existing rule in light of the statutory 
requirement that underage consumers without a cosigner, guar- 
antor, or joint applicant demonstrate an independent ability to pay. 

Q.4. The Bureau’s RESPA/TILA rule creates substantial uncer- 
tainty regarding who prepares and delivers the final disclosure in- 
formation to the consumer. The proposed rule, by permitting the 
lender to deliver the final disclosure, removes the independent, 
third-party closing agent from the settlement process. The inde- 
pendent agent deals with many different lenders, giving them a 
glimpse of the best practices employed by a broad cross-section of 
the industry. 

What was the intent behind removing this informed and inde- 
pendent check at the closing table? Is it your opinion that this will 
ultimately benefit the consumer? 
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A.4. Settlement agents provide crucial services, and we have no de- 
sire to exclude them from the closing process. Real estate closings 
are very complicated, and involve much more than just completing 
a disclosure and watching the buyer sign documents. There is a 
reason why an entire profession, which is over a century old, exists 
to perform closings. Our proposal only addresses who provides the 
disclosures. It will not regulate the other important functions per- 
formed by settlement agents. 

The Dodd-Frank Act requires us to combine disclosures that are 
currently provided by lenders with disclosures that are currently 
provided by settlement agents. Much of the information on the 
combined disclosure relates to the terms of the loan and is there- 
fore in the possession of the lender. In addition, the Dodd-Frank 
Act amends TILA to make the lender responsible for much of the 
information. For that reason, the proposal contains one alternative 
which makes the lender responsible for providing the combined dis- 
closure. The proposal includes another alternative, which would 
allow settlement agents to provide the combined disclosure. The 
proposal solicited comment on other methods of dividing responsi- 
bility between creditors and settlement agents, provided that such 
other methods ensure that consumers are provided with prompt, 
accurate, and reliable disclosures. 
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Message from Richard 
Cord ray 

DIRECTOR OF THE CFPB 



JiKt one year ago, the Consumer Financial Protection Bureau became the nation’s first 
foieral agency soldy fiicused tin protecting consumers in the financial marketplace, As 
this report sliores. we haee already made great strides and helped many thousands of 
consumers 


The markets for consumer finance ace tooted in the financial and credit needs tee all 
encounter in our daily lives. These products and services have btougjit broad benefits to 
Amcncans as they manage the ways and means of their litTS. But. as we have seen, if 
these products and services ate misused, they can do teal damage to consumers and to die 
hroadcr economy. 


The Consumer Bureau is cstablishmg evenhanded and reasonable oversight to the 
marketplace. \Vc ace working to root out unfair, dcceplivc. or abusive practices. 
Consumers deserve to be treated fiudy, and to have someone stand on their side when 
they ate not. Congress ditccled us to fix grave problems m the mongage market, and we 
ate well on our way to fulfillmg that goal 

To achieve these objeenves, we are dedicated to bmlding an agency that is evidence-based 
and daia-dnvcn. field heanngs, uiiyuincs, bulictm.s, mlemahmgs - we lake an “all of the 
above” iipproach to guarantee that we have the best current information as we make 
policy decisions. 


Om Consumer Response team is handling complamis on issues rangiitg from mortgages 
to ciedit cards to bank products to student loans, (hir “Know Bcfiitc Vou Owe" pinicets 
atm to make ihc costs and nsks of financial decisions clearer and more accessible fot 
eonsumers We launched out Consumer (iomplaint Database to bnng more transparenev 
and cfficicncyi to die marketplace. 

We ctcalcd a Imancial .Aid Sliopping Sheet and a Hinanaal Aid Companson Shopper to 
help smdents and their Families better undcisiand the student ban process. We ate 
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seeking to educate oldet Amencans about their financial options and help 
semcemembers make the best hnancial decisions for themselves and their families. 

The first year of the Consumer Bureau has been busy and foil; it reflects the hard work 
done by people of the highest caliber and dedicated to public service. We look forward to 
continuing to fulfill Congress's vision of an agency that helps all Americans by improving 
their financial Inns. 


Sincerely, 


Richaid Cordnj> 
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Executive Summary 

Tile Consumer Financial Protection Bureau (CFPB or Bureau) is the nation’s first federal 
agency focused solely on consumer financial prolection.^ The Dodd-Frank Wall Street 
Reform and Consumer Protection Act (Dodd-Frank Act) created the CFPB to protect 
consumers of financial products and services and to encourage tlie fair and competitive 
operation of consumer financial markets. The Bureau’s mission is to make consumer 
financial markets work for American consumers, honest busmesses, and the economy as a 
whole. 

In fulfillment of its statutory responsibility and its commitment to accountability, the 
CFPB is pleased to present its second Semi-Annual Report to the President and Congress. 
This report provides an update on the Bureau’s activities and accomplishments since its 
inaugural report in January 2012 and additional information required by die Dodd-Frank 
Act.' 

The Dodd-FrankAct requires tlie CFPB to: 

■ Ensure that consumers have timely and understandable infonnation to make 
responsible decisions about financial transactions; 

■ Protect consumers from unfair, deceptive, or abusive acts and practices, and 
from discrimination; 

• Identity’ and address outdated, uimecessary, or unduly burdensome regulations; 


' Previously, seven different lederal agencies were responsible for rulemaking, supervision, 
and enforcement relating to consumer financial protection. The agencies which previously 
administered statutes transferred to the Bureau are the Board of Governors of the Federal 
Reserve System (Federal Reserve. Federal Reserve Board, or Federal Reserve Board System), 
Department of Housing and Urban Development (HUD), Federal Deposit Insurance 
Corporation (FDIC), Federal Trade Commission (FTC), National Credit Union Administration 
(NCUA), Office of the Comptroller of the Currency (OCC), and Office of Thrift Supervision 
(OTS). 

" Reports cover six-month incrementsbeginning January 1** and July 1**. Appendix B 
proifldesa guide to the Bureau's response to the reporting requirements of Section 1016(c) 
of the Dodd-Frank Aci. 
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■ Promote fair competition by consistent enforcement of the consumer protection 
laws in tfie Bureau’s jurisdiction: and 

■ Ensure markets for consumer hnancial products and services operate 
transparently and efiiaently to facilitate access and innovation.^ 

Smce opening its doors on July 21, 2011, the CFPB has dedicated its efforts to listening 
and responding to consumers and industry while laying the foundation of a great 
institution. 

CONSUMER CHALLENGES IN OBTAINING FINANCIAL 
PRODUCTS AND SERVICES 

Consumers’ input about tlieir experiences with financial products and services is critical to 
understanding the challenges that consumers face in obtaining financial products and 
services in the current economic climate. It is also a drivuig force behind the CFPB’s 
development of resources and programs to help build American consumers’ financial 
capability and to level the playing field. 

In the past year, the CFPB has heard from consumers about their positive and negative 
experiences ^^^th financial products and services, including dirou^ the ‘Tell Your Story’ 
feature of the CFPB’s website, roundtables, town halls, and field hearings. In addition, the 
Bureau has launched a first-rate infrastructure to receive, process, and facilitate responses 
to consumer complaints. The Bureau is also gathering data and evidence about consumers’ 
behaviors and choices when they shop for financial products and the ways that market 
structures and sales practices may shape such conduct 

DELIVERING FOR AMERICAN CONSUMERS AND LEVELING THE 
PLAYING FIELD 

The CFTB has taken significant steps m the past year toward making consumer financial 
markets work better for consumers and responsible companies. Tlie Bureau has launched 
offices to provide vital resources for consumers. For example, the CFPB’s Consumer 
Response team receives complaints and inquiries directly from consumers. The CFPB’s 
Division of Consumer Education and Engagement develops and implements initiatives to 
educate and empower consumers to make better-infocmed financial decisions; its 
initiatives include programs directed toward particular populations, such as 
servicemembers, older Americans, students, and consumers who traditionally have been 
underserved by the financial markets. 

The Bureau has also: 


’ SeeDodd-Ftank Act, Pub. L. Nu, 111-203, Sec. 1021(b). 
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■ Eiig?»ged ill extensive outreach to consumers and industry throughout the 
country; 

■ Initiated and developed partnerships witli federal agencies, stale financial 
regulatory entities, and stale attorneys general, and begun to establish advisory 
groups comprised of consumer organizations, community organizations, 
government officials, and industry representatives; 

■ Implemented statutory protections for consumers who use consumer financial 
products and services, and begun the process of streamlining regulations that the 
CFPB inherited from odier agencies: 

■ Launched programs for supervising large banks and other companies that 
provide consumer financial products and services to ensure that they comply 
witli federal consumer financial protection laws: 

■ Investi^ted potential violations of laws under die Bureau’s lurisdiction: and 

■ Used extensive outreach in its efforts to ensure fair, equitable, and 
nondiscriminatory access to credit for individuals and communities. 

BUILDING A GREAT INSTITUTION 

All of diis has taken place while die Bureau has been engaged in start-up acfivifies. As of 
june 30, 2012, the CFPB team now consists of 889 staff working to carryout the Bureau’s 
mission. It lias worked to build a human and physical infrastructure that promotes - and 
will continue to promote - transparency, accountability, fairness, and service to the public. 
That includes: 

■ Demonstrating a strong commitment to openness and utilizing the Bureau’s 
website to share information on die operations of die Bureau: 

■ Recruiting highly qualified personnel; 

■ Providing training and engagement opportunities for CFPB staff to improve 
skills and knov^edge and maintain excellence: and 

■ Launching the Bureau’s Office of Minority and Women Inclusion to promote 
diversity in the CFPB’s workforce and among its contractors. 
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The CFPB is proud of the accomplishments that it has achieved in its first year. But this 
marks only the beriming of the Bureau’s work on behalf of consumers and providers of 
financial products and services. Over the next six months, the CFPB’s efforts to make 
consumer financial markets work better will ccntinue to expand We invite you to visit the 
CFPB’s websit^ CansumexRnancc.gov, for updates on the CFPB’s woik over the 
comir^ months. 
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Consumer Challenges in 
Obtaining Financial 
Products and Services 


The challenges that consumers face in obtaining financial products and services are a 
driving force behind the CFPB’s efforts to make consumer financial markets work better. 
Listening and responding to consumers are integral to our mission, and the Bureau 
provides many means through which consumers can make tlieic voices heard. 


Consumer Concerns 


Financial markets are rooted in the daily lives and the financial and credit needs of 
individual Americans. There is no doubt that consumer financial products and services, 
when understood and appropnately used, can bring broad benefits to consumers. Savings 
accounts are a first step to help people pursue their dreams and checking accounts 
facilitate everyday transactions. Mor^ages help people buy homes and pay for them over 
time. Credit cards give people convenient access to money when needed. Student loans 
allow people wlio lack means but have talent and ambition to pursue their deepest 
aspirations. 

Over the past year, consumers have shared with the CFPB tlieir experiences - positive 
and negative - with financial products and services. Consumers have the opportunity to 
provide the CFPB with such feedback ihroug^i a variety of forums, including, among 
others, the ‘‘Tell Your Story” feature of the CFPB’s website, roundtables, town halls, and 
field hearings. This feedback is key to understanding the challenges consumers face in 
obtaining the financial products and services they need. 
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The stories consumers have shared with the Bureau througji the “Tell Your Story’' feature 
of the CFPB’s website cover a wide range of financial products and services, providing 
snapshots of consumers' day-to-day experiences in the marketplace. Consumers’ stories 
are reviewed by CFPB staff and further the Bureau’s understanding of current issues in 
the financial marketplace. 

Those consumers who have shared their experiences with the CFPB expressed some of 
their challenges and concerns with respect to obtaining a variety of financial products and 
services. They include: 

■ Inability to qualify for a mortgage loan modification, or if they qualify they are 
unable to obtain a viable modification that sufficiently lowers their payments; 

■ Inability to refinance their loans even though they report having high credit 
scores; 

■ Inability to refinance, consolidate, or pay their private student loans; 

■ Lack of clarity about credit scoring and the scores that creditors use versus the 
scores consumers are given by credit bureaus, making it difficult for consumers 
to understand this key measure of their creditworthiness; and 

■ Confusion about overdraft protection, including terms, fees, and the relationship 
between checking accounts and related savings accounts, lines of credit, and 
credit cards. 

In addition to “Tell Your Story,” consumers have opportunities to voice concerns and 
share their experiences in person. Consumers have participated in large Bureau-sponsored 
public events, including town halls and field hearings focused on particular consumer 
finance issues, in Birmingham, Alabama; New York City; and Durham, North Carolina. 
Combined, these events have drawn hundreds of participants, many of whom have 
shared their experiences — positive and negative — with mor^ges, student loans, credit 
cards, payday loans, checking accounts, prepaid cards, and other consumer financial 
products and services. 

In each of these cities and others, the CFPB’s Office of Community Affairs has also 
hosted roundtable conversations with local leaders representing consumer, civil ri^ts, 
community, housing, faith, student, and other or^nizations. The roundtables provided 
opportunities for stakeholders in the field to share their ground-level perspective on these 
issues with Director Richard Cordray and other key Bureau staff. 

The CFPB also has hosted dozens of roundtables and meetings at its offices in 
Washington, DC. The Office of Community Affairs and subject-matter teams have 
included himdreds of policy experts and advocates and community leaders in Director- 
level, roundtable, and other discussions on mortg^e issues, credit cards, payday loans, 
student loans, checking accounts and overdraft fees, prepaid cards, credit reporting and 
scoring, debt collection, remittances, the CFPB’s Consumer Response system, the CFPB’s 
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definition of *^ifger partiapMmts^ in nonbuilc maiiets, uid die CFPB^t &ppro«d) to 
research, fmana J education, and nev media 

Collec&ng invest^atiag, and responding to consumer complaints* are integral pans of the 
CFPB's wotJ^ as Congress set forth in the Dcdd-Frank Act >Thc Bureau's Consumer 
Response team hears direcdy from consumers abcoc the challenges they face m the 
marketplace brings that concerns to the at^mt]on of financial institutions, and assists in 
addressing that complaints 



MGMr «i50E'mccP9 cetAsssraMct secuuticm Kcr^mMn 


^1* .MaHr«&aMrw» 

Submit a complaint linO 




*a»/t9a9« CradAcanl RjnkMCoumar VtkIdaloMO* SnitfaniioM 
wrvict ooMMnwlwn 


0«Eac toua COMFIAMT SIATUS 

ntsTiOGon 

E3 » 


leiwpawnni 


•• - .filial IJ 


TheCFPB began Consumer Response operabons on July 21, 2011, accepting consumer 
complaints about aedit cards Consumer Response b^an handling mortgage complaints 
on December 1, 2011, and itb^n accepting complaints about bank accoints and 
services, private student loans, and consumer loans on March 1,2012 Over the next year, 
the CFPB expects to hand e consumer complatnis on other products and services under 
Its authority As Consumer Respoose continues to expand its capaaty, consumers may 
contact the CFPB about addiDonal products and services The Bureau answers these 
inquiries and refers consumers to other regulators or additional resources where 
appropriate 


* Con4am«rc«fnpU«nu aresubmtssionsaiateipress di»ati«factior> with, or communicate 
$uspK<cn of wroogiui conduct by, an )dentf<able entity related to a cor««jmer‘f perfonal 
»Kptrit<ice With afinincial product or rarvicp. 

’ £*• Oadd-FrmL Act, Pub. L No. 1 1 1 .203, S»c. 1 02 1 (cX^I. 
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flCD 

Consumer Complaint Database [beta] 
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www.consiiih^rliiinoce.gov/coinptrinitdalabase 

InfomjaUon about consumer complaints is new available to die public, following the 
CFPB*s launch of a public Consumer Complaint Database on June 1 9, 201 2® The 
database is popubted by credit card complaints received by the CFPB on and after fune 1, 
2012 and contains certain individual complaint-level data collected by die CFPB, 
including the type of conplaint, the date of submission, die cwisumcr’s zip code, and the 
company that the con^lamt concerns. The database also includes information about die 
actions taken on a con^lamt - whether the company’s response was timely, how the 
company responded, and whether die consumer disputed the company’s response. The 
database does not include confidential information about consumers’ identities. Web- 
based and user-ftiendly features of the database include the ability to: filter data based on 
spcafic search criteria; aggre^te data in vanous ways, such as by complaint type, issuer, 
location, date, or any combination of available variable^ and download data. Over time, 
the CFPB may add conplaints about other consumer financial products and services 
under its authority to the Consumer Complaint Database. 

In keeping with the CFPB’s statutory responsibility and its commitment to accountabihty, 
this report provides an overview of how Consumer Response handles conplaints and 
presents an analysis of complaints received over the penod from July 21, 201 1 througji 
June 30, 2012 


* In December 2011, he CFPB asked the public to comment on a proposed policy o^ making 
some credit card complaint data publicly available. After considering those comments, the 
CFPB fi^at[^ed its policy for disclosing some of the data through its Consumer Complaint 
Database- SeeOisetosure of Certain Credit Card Complaint Data, 77 Fed. Reg.37.558(June 
22,2012). 
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HOW THE CFPB HANDLES COMPLAINTS 

Consumer Response screens all complaints submitted by consumers based on several 
ciireria. These cnteria include whether tlie complaint falls within the CFPB’s primary 
enforcement authority, whether the complaint is complete, and whether it is a duplicate of 
a prior submission by the same consumer. Screened complaints are sent via a secure web 
portal to the appropriate company.* The company review's the information, 
communicates with the consumer as needed, and detecmmes what action to take in 
response. The company reports back to the consumer and the CFPB via the secure 
“company portal.” The Bureau then invites the consumer to review the response. 
Consumer Response priontizes for review and investigation complaints ui which the 
consumer disputes the response or where companies fail to provide a timely response.® 
Consumers wiio have filed complaints with the Bureau can log onto the secure 
“consumer portal” available on the CFPB’s website or call a toll-free number to receive 
status updates, provide additional informatioii, and review responses provided to die 
consumer by the company. 
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Throughout ihi? process, Consumer Response is supported by CFPB colleagues who 
provide subject-matter expertise and iielp monitor complaints. For example, Consumer 
Response coordinates with die CFPB’s Office of Serviceraember Affairs on complaints 
filed by serviceniembers or their spouses and dependents. 


^ Ifa particular complaint does not involve a product or market that is within the Bureau's 
jurisdiction or that is currently being handled by the Bureau, Consumer Response refers it to 
the appropriate regulator. 

^ The CFPB initially requested that companies respond to complaints within 10 calendar days, 
but increased the requested response time to 15 calendar days when Consumer Response 
began handling mortgage complaints on December 1, 2011 . If a complaint cannot be closed 
within 1 5 calendar days, a company may indicate that its work on the complaint is "In 
progress* and provide a final response within 60 calendar days. 
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COMPLAINTS RECEIVED BY THE CFPB 


Between July 21, 2011 and June 30, 2012, the CFPB received approximately 55,300 
consumer complaints.® 


FIGURE 1: CONSUMER COMPLAINTS BY PRODUCT 


2 % 

Consumer loan 



4% 

Student loan 


15% 

Bank account 
and service 


Approximately 44 percent of all complaints were submitted through the CFPB’s website 
and 11 percent via telephone calls. Referrals accounted for 38 percent of all complaints 
received. The rest were submitted by mail, email, and fax. 

The tables and figures presented below show complaints by type, actions taken, company 
responses, and consumers’ reviews of company responses.^® 


^ This analysis excludes multiple complaints submitted by a given consumer on the same 
issue and whistleblower tips. All data are current as of July 1 , 2012. 

Percentages may not sum to 100 percent due to rounding. 
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Consumers' Credit Card Complaints 

Table 1 shows the most common types of credit card complaints that the CFPB has 
received as reported by consumers. Sixty-seven percent of die approximately 18,800 
credit card complaints feD into these 10 categories. 

TABLE 1: MOST COMMON CREDIT CARD COMPLAINTS REPORTED 
BY CONSUMERS 


% 


Billing disputes 

14% 

Annual Percentage Rate (APR) or interest rate 

10% 

Identity theft/Fraud/&nbe 22 lement 

9% 

Other 

6% 

Closing/Cancelling account 

6% 

Credit reporting 

6% 

Collection practices 

5% 

Late fee 

4% 

Credit card protection/Debt protection 

4% 

CoUection debt dispute 

3% 

CREDIT CARD COMPLAINTS IN TOP 10 T\TES 

67% 


As die table illustrates, billing disputes are the most common type of credit card 
complaint. Some consumers are confused and fnistrated by the process and limits to 
challenging inaccuracies on their monthly credit card billing statements. For example, 
some consumers only realize after their claim has been denied that they needed to notify 
their credit card companies within 60 days of any billing errors. In odier cases, consumers 
are not aware that companies typically do not stop a merchant charge once die cardholder 
has authorized it or do not override a merchants “no- return policy.*' Other common 
types of credit card complaints relate to annual percentage rates or interest rates and 
identity’ theft, fraud, or embezzlement. 

The CFPB generally has relied on the consumer’s characterization of his or her complaint 
to identify its nature for analytical purposes. However, the CFPB’s experience to date 
suggests that consumers may often have differing interpretations of what these categories 
mean. For example, one consumer might choose to categorize a problem as a billing 
dispute, while another might identify the same issue as a concern witlj a provider’s setting 
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or changing of an interest rate. To improve our reporting on the data we receive, the 
Bureau is evaluating the use of these categories by consumers to dale and developing a 
simplified categori 2 ation scheme to promote more consistent categorization of 
complaints. 


Consumers' Mortgage Complaints 

Figure 2 shows the t^pes of mortg^e complaints as reported by consumers for the 
approximately 23,800 mortgage complaints received by the CFPB. 


FIGURE 2: TYPES OF MORTGAGE COMPLAINTS REPORTED BY 
CONSUMERS 


7% 

Other 


8% 

Applying for the loan 


S4% 

Problems when 
unable to pay 



% 


Applying for die loan 

(Application, originator, mor^ge broker) 

8% 

Receiving a credit offer 
(Credit decision/LJnderwnting) 

2% 

Signing the agreement 
(Settlement process and costs) 

4% 

Making payments 

(Loan servicing, payments, escrow accounts) 

25% 

Problems when you are unable to pay 
(Loan modification, collection, foreclosure) 

54% 

Other 

7% 

TOTAL MORTGAGE COMPLAINTS 

100% 
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The most common type of mortgage complaint is aboutproblems consumers have when 
tiicy are unable to make pajinenls, such as issues related to loan modifications, collection, 
or foreclosure. Consumers who have filed these complaints generally appear to be driven 
by a desire to seek agreement with rheir companies on foreclosure alternatives. The 
complaints indicate that consumer confusion persists around die process and 
requirements for obtaining loan modifications and refinancing, especially regarding 
document submission timeframes, payment tnal periods, allocation of payments, 
treatment of income in eligibility calculations, and credit bureau reporting during die 
evaluation period. Tlie shelf life of documents provided as part of the loan modification 
process is of particular concern to consumers. Though consumers must provide 
documents within short time periods and income documentation generally remains valid 
for up to 60 days, lengthy evaluation periods can result in consumers having to resubmit 
documentation — sometimes more than once. Tliis seems to contribute to consumer 
fatigue and frustration w^th these processes. 

Other common types of mortg^e complaints address issues related to making payments, 
such as issues related to loan servicing, payments, or escrow accounts. For example, 
consumers express confusion about whether making bmely trial period payments will 
guarantee placement into a permanent modification. Issues related to applying for the 
loan, such as die application, the originator, or the mortgage broket, are also among die 
most common types ofmortgage complaints. 
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Consumers' Bank Account and Service Complaints 

Figure 3 shows the types of bank account and service complaints, such as complaints 
about checking and savings accounts, as reported by consumers for the approximately 
8,100 complaints received by the CFPB. 


FIGURE 3: TYPES OF BANK ACCOUNT AND SERVICE COMPLAINTS 
REPORTED BY CONSUMERS 


15% 5% 

Problems caused by low funds Using a debit or ATM card 



25% 

Deposits and withdrawals 


% 

Account opening, closing, or management 

(Confusing marketing, denial, disclosure, fees, closure, interest, statements, 41% 
joint accounts) 

Deposits and withdrawals 

(Availability of deposits, withdrawal problems and penalties, unauthorized ^go/ 
transactions, check cashing, payroll deposit problems, lost or missing 
funds, transaction holds) 

Using a debit or ATM card 


(Disputed transaction, unauthorized card use, ATM or debit card tees, 5% 

ATM problems) 

Making or receiving payments, sending money to others 

(Problems with payments by check, card, phone or online, unauthorized or 9% 
fraudulent transactions, money/wire transfers) 

Problems caused by my funds bemglow 

(Overdraft fees, late fees, bounced checks, credit reporting) 

Other 5% 

TOTAL BANK ACCOUNT AND SERVICE COMPLAINTS 100% 
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As die table illustrates, the most common type of bank account and service comjJaint 
relates to opening, closing, or managing die account. These complaints address issues 
such as confusing marketing, denial, fees, statements, and joint accounts. Other common 
types of complaints relate to deposit and withdrawal issues, sucli as transaction holds and 
unauthorized transactions, and problems caused by die consumer’s funds being low, such 
as bounced checks, overdraft and late fees, and credit reporting. Many consumers remain 
frustrated with overdraft fees and the wide discretion companies have to assess these and 
other fees so long as the fees are oudined in account agreement. Similarly, some 
consumers express frustration with the order in which companies process account 
withdrawals because the processing of laiger transactions before smaller ones can lead to 
more overdraft-fee charges. 
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Consumers' Student Loan Complaints 

Figure 4 shows the types of student loan complaints as reported by consumers for tlie 
approximately 2,000 student loan complaints received by the CFPB. 


FIGURE 4: TYPES OF STUDENT LOAN COMPLAINTS REPORTED BY 
CONSUMERS 


3% 4% 

Other Getting a loan 


28% 

Problems when 

unable to pay 



65% 

Repaying the loan 


Getting a loan 

(Confusing terms, rates, denial, confusing advertising or marketing, sales 
tactics or pressure, financial aid services, recruiting) 

Repaying your loan 

(Fees, billing, deferment, forbearance, fraud, credit reporting) 

Problems when you are unable to pay 
(Default, debt collection, bankruptcy) 

Other 

TOTAL S'HJDENT LOAN COMPLAINTS 


% 

4% 

65% 

28% 

3 % 

100 % 


The most common type of student loan complaint relates to repaying the loan, such as 
fees, billing, deferment, forbearance, fraud, and credit reporting. Consumers struggle with 
the limited payment deferment options permitted in their loan agreements, especially 
when tliey have not found employment by the time they need to begin repaying their 
loans and because defennents often are limited to sLx months. Another common type of 
complaint addresses problems consumers have when they are unable to pay, such as 
issues related to default, debt collection, and bankruptcy. 
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Consumers' Consumer Loan Complaints 

Figure 5 shows the types of consumer loan complaints, such as complaints about 
installment loans, vehicle loans and leases, and personal lines of credit, as reported by 
consumers for the approximately 1,400 consumer loan complaints received by die CFPB. 


FIGURE 5: TYPES OF CONSUMER LOAN COMPLAINTS REPORTED 
BY CONSUMERS 


6% 8% 

Other Shopping for the loan 



% 

Shopping for a loan, lease, or line of credit 

(Sales tactics or pressure, credit denial, confusing advertising or 8% 

marketmg) 

Taking out the loan or lease / Account terms and changes 

(Term changes (mid-deal changes, changes after closing, rates, fees, etc.), 17% 

required add-on products, trade-in payoff, fraud) 

Managing the loan, lease, or line of credit 

(Billing, late fees, damage or loss, insurance (GAP, credit, etc.), credit 48Vo 

reporting, privacy) 

Problems when you are unable to pay 

(Debt collection, repossession, set-off from bank account, deficiency, 21% 

bankruptcy, default) 

Other 6% 

TOTAL CONSUMER LOAN COMPLAINTS 100% 


The table illustrates that the most common type of consumer loan complaint is about 
managing the loan, lease, or line of credit Another common type of complaint addresses 
problems consumers have when they are unable to pay, such as issues related to debt 
collection, bankruptcy, and default. 
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HOW COMPANIES RESPOND TO CONSUMER 
COMPLAINTS 

Approximately 44,600 (or 81 percent) of all complaints received between July 21, 2011 
and June 30, 2012 were sent by Consumer Response to companies for review and 
response.^! Table 2 shows how companies responded to these complaints during this 
time period. 

Company responses include descriptions of steps taken or that will be taken, 
communications received from the consumer, any follow-up actions or planned follow-up 
actions, and categorization of the response. Based on industry comments received about 
disclosure of credit card complaint data, beginningjune 1, 2012, response category 
options included "closed with monetary relief,” “closed with non-monetary relief,” 
“closed with explanation,” “closed,” “in progress,” and other administrative options.^2 
Monetary relief is defined as objective, measurable, and verifiable monetary relief to the 
consumer as a direct result of the steps taken or that will be taken in response to the 
complaint “Closed with non-monetary relief’ indicates that the steps taken by the 
company in response to the complaint did not result in monetary relief to the consumer 
that is objective, measurable, and verifiable, but may have addressed some or all of the 
consumer’s complaint involving non-monetary requests. Non-monetary relief is defined 
as other objective and verifiable relief to the consumer as a direct result of the steps taken 
or that will be taken in response to the complaint “Closed with explanation” indicates 
that the steps taken by the company in response to the complaint included an explanation 
that was tailored to the individual consumer’s complaint. For example, this category 
would be used if the explanation substantively meets the consumer’s desired resolution or 
explains why no further action will be taken. “Closed” indicates that the company closed 
the complaint without relief- monetary or non-monetary — or explanation. Consumers 
are given the option to review and dispute all company closure responses. 


The remaining complaints have been referred to other regulatory agencies (8 percent), 
found to be incomplete (4 percent), or are pending with the consumer ortheCFPB (1 percent 
and 6 percent, respectively). 

The CFPB initially asked companies to categorize their response as "full resolution 
provided," "partial resolution provided," "no resolution provided," or another administrative 
option. From December 1 , 201 1 through May 31 , 201 2, the CFPB piloted categories of 
"closed with relief" and "closed without relief" in addition to other administrative options. 
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TABLE 2: HOW COMPANIES HAVE RESPONDED TO CONSUMER 

complaints’^ 


Company 

.411 

N =44, 600 

Credit 

card 

N =15,600 

reported closed 
with monetery 
relief 

26Vo 

47% 

Company 

reported closed 
with non- 
monetary relief 

3% 

2% 

Company 

reported closed 
witli explanation 

55% 

42% 

Company 

reported closed 
(without relief or 
explanation) 
Company 

1% 

0.2% 

provided 

administrative 

3% 

2% 

response 

Company 

reviewing 

13% 

7% 

TOTAL 

COMPLAINTS 

100% 

100% 



Bank 




account 




and 

Student 

Consumer 

Mortgage 

service 

loan 

loan 

N=20,200 

N =6,400 

N =1,400 

N=800 


9% 

32% 

6% 

19% 

5% 

2% 

3% 

5% 

66% 

48% 

60% 

57% 

1% 

1% 

0.5% 

1% 

4% 

3% 

1% 

1% 

16% 

14% 

29% 

16% 

100% 

100% 

100% 

100% 


Companies have responded to over -40,300 of the 44,600 complaints sent to them (90 
percent) and report having closed 85 percent of the complaints sent to them. Table 2 
shows how companies have responded. 

Beginning December 1, 2011, companies had the option to report an amount of 
monetary relief, where applicable. Since then companies have provided relief amounts in 


While companies' responses under previous categorizations were maintained, for 
operational and reporting purposes, responses categorized as "full resolution provided," 
"partial resolution provided," and "closed with relief" are considered a subset of "closed with 
monetary relief," and responses categorized as "no resolution provided" and "closed without 
relief" are categorized as "closed with explanation." "Closed with non-monetary relief" and 
"closed" reflect only those responses provided by companies after June 1, 2012. 
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response to more than 4,800 complaints. The median amount of relief reported by 
companies was $144; however, company reports of relief amounts and medians vary by 
product. For the approximately 2,500 credit card complaints where companies provided a 
relief amount, the median amount of relief reported was approximately $130. For the 
approximately 800 mortgage complaints where companies provided a relief amount, the 
median amount of relief reported was approximately $411. For the more than 1,400 bank 
account and service complaints where companies provided a relief amount the median 
amount of relief reported was approximately $105. For the approximately 70 student loan 
complaints where companies provided a relief amount, the median amount of relief 
reported was approximately $1,597. For die approximately 80 consumer loan complaints 
where companies provided a relief amount, die median amount of relief reported was 
approximately $136. 


Consumers' Reviews of Companies' Responses 

Once the company responds, the CFPB provides the company’s response to the 
consumer for review. Where the company responds “closed with monetary relief,” 
“closed with non-monetary relief,” “closed with explanation,” or “closed,” consumers are 
given the option to dispute the response. Complaints with disputed company responses 
are among diose prioritized for investigation. Table 3 shows how consumers responded 
to the approximately 36,600 complaints where they were given the option to dispute. 
Consumers ate asked to notify the CFPB within 30 days if they want to dispute a 
company’s response. Approximately 44 percent of such consumers did not dispute the 
responses provided. Neatly 17 percent of consumers have disputed the responses 
provided. The test were pending with consumers at the end of this period. 


Consumers were initially given the option to dispute responses from companies that 
indicated a resolution had been provided. With the shift to closure categories, consumers are 
given the option to dispute company responses regardless of closure category. 
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TABLE 3: CONSUMER REVIEW OF COMPANY RESPONSES 


Pending consumer 
review of compands 
response 

.Ul 

40% 

Credit 

card 

40% 

Mortgage 

39% 

Bank 

Account 

and 

Service 

42% 

Student 

Loan 

39% 

Consumer 

Loan 

49% 

Consumer did not 







dispute company's 
response 

44% 

46% 

42% 

43% 

48% 

35% 

Consumer disputed 
company's response 

17% 

15% 

19% 

15% 

14% 

16% 

TOTAL 

COMPLAINTS 

100% 

100% 

100% 

100% 

100% 

100% 


Consumer Response Investigations 

After requesting that companies respond to all complaints filed and giving consumers the 
opportunity to review and dispute company responses, Consumer Response primarily 
focuses its review and investigation efforts on those complaints xx^iere the consumer 
disputed the response or where companies failed to provide any response within 15 
calendar days. Consumer Response also periodically investigates groups of complaints to 
survey product- and issue-specific trends. Consumer Response seeks to determine why a 
company failed to provide a timely response (if applicable) and whether the consumer’s 
dispute of the company’s response (if applicable) justifies additional review of the 
company's minimum required actions under the consumer financial protection laws 
widiin the CFPB’s authority. In the course of an investigation, Consumer Response may 
ask companies and consumers for additional information, and once the investigation is 
completed, Consumer Response sends die consumer a summary. In some cases. 
Consumer Response has referred complaints to colleagues in the CFPB’s Division of 
Supervision, Enforcement, and Fair Lending 8c Equal Opportunity for turther action. 

Listening and responding to consumer complaints is an integral part of die CFPB’s work 
in understanding issues in die fmanaal marketplace and helping die market work belter 
for consumers. 
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Shopping Challenges 

The challenges that consumers face in the marketplace highlight the importance of a tenet 
which is central to the CFPB's mission - promoting markets in which consumers can 
shop effectively for financial products and services. When the costs, risks, and other key 
features of financial products are transparent and understandable, consumers are better 
able to compare products and choose the best one for them. This discussion presents 
preliminary observations about opportunities and challenges that consumers face when 
shopping for checking accounts.*^ 


CHECKING ACCOUNTS 

Background 

Over 92 percent of American households hold some type of transaction account for their 
core cash management needs.’® Most of those accounts are insured checking accounts at a 
bank, thrift, or credit union. According to one survey, households are switching their 
checking account providers at a rate of once every 11 years, and switching is on the rise.’^ 
Consumers shoppmg for banks in 201 1, on average, looked at no more than two 
institutions.’® ^hile historically consumers may have been most likely to shop fora new 
bank wlien moving to a new city or neighborhood, increasmgly consumers may be 
shopping in response to an unpleasant experience, such as changes in fees or other terms 
and conditions.’® 


Fora discussion of shopping challenges in markets for mortgages, credit cards, and 
student loans, please see Consumer Financial Protection Bureau, "Semi-Annual Report of the 
Consumer Financial Protection Bureau, July 21 ■ December 31, 2011, "January 30, 2012. 

'® Jesse Bricker, Brian Bucks, Arthur Kennickell, Traci Mach, and Kevin Moore, "Surveying the 
Aftermath of the Storm: Changes in Family Finances from 2007 to 2009/ March 2011, at 27, 
htip;//www,leflnral<eservn.g(iv/pijb5/lc'(ls/?D1 V2011 1 //20111 /pap.prjl (last viewed July 9, 
2012 ). 

J.D. Power and Associates, "Shopping and Switching Rates Inci ease among Retail Bank 
Customers as Competition in the Industry Intensifies/ March 1 , 2011, 
htlp;//businesy.^nter.}d|>ow':r .com/nrw'«/pi*?'>si*.*i»»'j6e.aspir?ID- 201 1020 (last viewed July 9, 
2012 ). 

’^Id. 

J.D. Power and Associates, "Bank Customer Switching Rates Rise Again, Fueled by Issues 
with Fees and Poor Service/ Feb. 27, 2012, 

ltttr'://busines>c» ut.-r jdpcwer.ccrn/r'*'ws/piv5Sn.'l*.''*se.rj5pv7ID=?01201/ (lastviewed July 9, 

2012 ). 
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Banks may chaige a wide range of fees to holders of checking accounts.^® Some fees, 
including monthly maintenance, are levied on a periodic basts. Others, such as fees for 
using the ATMs of other institutions or fees for in-person transactions will) tellers, are 
incurred on a per-transaction basis. Depository institutions frequently also impose 
“penalty'*’ fees for overdrafts, returned deposited checks, and otlier transactions tliat may 
impose additional nsks or costs upon tlie institution. 


Shopping Channels 

While consumers have historically shopped - and continue to shop - for checking 
accounts at branch offices, a large portion of tlie populahon now relies upon the Internet. 
Use of the two pomary shopping diannels may not be mutually exclusive. A recent survey 
estimates that ‘76 percent of consumers view the bank branch as tlie primary place to 
open new accounts and 65 percent look there first when they buy banking products.^*^^ 
However, the survey also found that “70 percent of consumers first go online when 
researching banking products and services, up from 42 percent five years ago.” 

The growth of online shopping promises mcceased access to information and 
development of tools wiili which consumers can make online comparisons. Consumers 
can obtain at least some information about checking account products at most financial 
mstitutions’ websites. They can also compare checking products along a limited number 
of dimensions at a number of third-party sites.^^ Still, a number ot issues present 
challenges for consumer shoppers. 


Transparency 

DISCLOSURE OF TERMS AT BRANCH OFFICES 

Regulation DD, which implements the Truth in Savings Act, requures a depository 
institution to disclose to a consumer, among other things, the terms and fees (and 
conditions under which the fees will be imposed) associated with maintaining a checking 
account before it opens the account tor or provides services to the consumer.*^ Tlie 


^ Banks' levenue horn checking accounts comes through a combination of net interest 
margin (interest earned from lending or investing the consumers' deposits, minus any interest 
paid to consumers' account), interchange earned on consumers' debit card tiansactions, and 
fees charged to the consumers themselves. 

Shenef Meleis et al., "Reconstructing the Retail Banking Business," Novanlas Review, July 
201 1, at 1 3, hltp://www.ii'>vanld5.cT'nv.irHclFT,plt|/rid= / (Iasi viewed July 9, 2012). 

^ Examples include Bankrate.com and Findabetterbank.com. 

'^5ee 12 CT.R.§ 1030.4. 
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purpose of the regulation is to enable consumers to make infonned decisions about 
accounts at depository institutions.*^ 

However, in 2008. the Government Accountability Office (GAO) found that consumers 
may not be able to obtain the required information from bank branches at all times.*-' 

GAO employees conducted “secret shopper^' ■visits to a non-generalizable yet sizable 
sample: 185 branches of 154 banks, thrifts, and credit unions during 2007 and 2008. 
Visitors found they were “unable to obtain, upon request, a comprehensive list of all 
checking and savmgs account fees at 40 of the branches (22 percent) Similarly, the 
“secret shoppers” were “unable to obtain the account terms and conditions, including 
mformadon on when deposited funds became available and how overdrafts w’ere handled, 
for checking and samgs accounts at 61 of the branches (33 percent).”^ These findings 
appear to be consistent with those published by the Unites States Public Interest Research 
Group (PIRG)in20]l.‘’3 

DISCLOSURE OF TERMS ONLINE 

Currently, die regulation implemenfing the Truth in Savings Act, Regulation DD, also 
provides that if a consumer uses electronic means to open an account, such as through a 
website, the same disclosures required for opening an account in a bank branch must be 
provided to the consumer before the account is opened or a service is provided. However, 
because die regulation also provides that disclosures may be mailed to customers who 
request written account information when the customer is not “present,” account terms 
may not be immediately available for customers shopping online.^’ In addition, Regulation 
E, which implements the Electronic Fund Transfer Act, requires disclosures of fees for 
electronic fund transfers or the rigfit to make such transfers at the time the consumer 
contracts for the electronic fund transfer service or before the first transferis made 
involving the consumer's account.-*® Examples of fees for electronic fund transfer services 


“ See id § 1030.1(b). 

Government Accountability Office, "Bank Fees: Federal Banking Regulators Could Better 
Ensure That Consumers Have Required Disclosure Documents Prior to Opening Checking or 
Savings Accounts,' January 2008, !ittp;//www.Mao.gov/.i»S‘‘ls/2HU/? H 68<>.pdl (last viewed 
July 9, 2012). 

“/d.at6. 

^Id. 

® U.S. Public Interest Research Groups, "Big Banks, Bigger Fees 2011: ANational Survey of 
Bank Fees and Fee Disclosure Policies," April 201 1, 

hltp;//vrww.us(jiiy.Ofci/5iivs/piig/f(lesAepoil5Aispiiiitli0PANK’5Rt1''-iRfiJNl Y, f.rjl(|ast 
viewed July 9, 2012). 

-’See 12 C.F.R.§ 1030.4. 

* See (d.S 1005.7. 
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include fees for ATM withdrawals or purchases made using a debit card.31 However, 
dicse disclosures also may be provided too late to assist shoppers. 

In 2008, the GAO found that information on fees, terms, and conditions was not readily 
available on the websites of the institutions visited by its '"‘secret shopper^’ employees. The 
G.^0 was “unable to obtain a comprehensive list of fees from 103 of the 202 [websites] 
(51 percent). In addition, [it was] unable to obtain the terms and conditions from 134 of 
the 202 [66 percent).”32 

ACCESSIBILITY AND PROMINENCE 

Facililas, Inc., a market researcli firm that publishes the website FindABetterBank.com 
and monitors checking account pricing daily at 139 institutions across the nation 
(including the 65 largest) has conducted additional research on disclosure of terms and 
pncing by depositories. The company tracks and scores the difficulty of finding 
information related to 24 common fees at each of tlie institutions the firm monitors, 
noting what terms are prominently posted online, what is only contained in legal 
disclosures, what is not posted and requires assistance from a customer service 
representative, and what is ostensibly not available outside of a branch. As of Februarj' 
2012, the average accessibility score earned by banks and credit unions observed by 
Facilitas was 2.9 on a scale of 0 to 6, where a score of 3.0 indicates ‘^persistent navigation’’ 
is required to find fee information online and a 2.0 suggests fee information is difficult to 
find or is not available on the bank’s website.'*^ 

Other studies indicate that institutions that post information online often do so within 
complex legal disclosures. In a 201 1 study of the websites of the ten largest depository 
institutions, the Pew Charitable Trusts was generally able to find fee information online 
for the institutions’ checking products. However, for many of the institutions, the study 
found that the fee schedules were contained wthin lengthy documents containing all the 
terms and conditions for checking and savings products, with a median length of 111 
pages 


^’5ee/d.§§ 1005.7, 1005.16. 

Government Accountability Office, "Bank Fees: Federal Banking Regulators Could Better 
Ensuie That Consumers Have Requited Disclosure Documents Prior to Opening Checking or 
Savings Accounts," at 38, January 2008, Iuip://www.jjao.q'jv/3ss«l5/28ll/27l68o.pi:ll (last 
viewed July 9, 2012), 

Data from Facilitas, Inc., leceived February 28, 2012. Scores below 2.0 indicate that the 
consumer had to navigate through an automated phone system to gel information, which at 
times was difficutt. 

The Pew Health Gtoup, "Hidden Risks: The Case for Safe and Transparent Checking 
Accounts," April 2011, at 6, 

|inpv'/ww»w.f>cwt‘Usivii»y/ut»luadcdl'ileb/wwwpcwlies»so*<yRcjjoii5/S.ilc Chisckinq m »i>' 
E!ecrnw,/Uj«/Pew_RrpoiT_MitldcnKi5ka.pdl (last viewed July 9, 2012). In the 201 2 follow-up 
to this study, Pew observed that the median length decreased to 69 pages; however the 
change was largely attributed to a change in methodology rather than an industry trend. The 
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NOMENCLATURE AND COMPARABILITY 

Even when consumers are able to obtain complete pricing information on competing 
products, comparing those products can be challenging due to a lack of standaj:di2ed 
descriptions for certain types of fees, especially with respect to overdraft transactions. For 
example, different depositor)' institutions may use different terms for the fee charged to 
transfer money from a savings account or a line of credit to a checking account to covet 
an overdraft and for the fee charged if an overdraft is not repaid widiin a specified period 
of time. 


Product Complexity 

Subde and sometimes significant variations in product pricing structures across 
institutions can make compansons between products or providers cumbersome. For 
example, some accounts may charge montlily fees if the minimum daily balance 
requirements are not met for just one day or even for part of one day during a statement 
period, while otlier accounts have a fee trigger based upon die average monthly balance of 
die account. 

Some institution practices, frequendy undisclosed, may make it particularly difficult to 
anticipate overdraft usage and costs. For example, some uistitudons may post check, 
automated dearmg house (AQd), and debit transactions in order from the largest to the 
smallest amount, while others miglit employ a chronological or low-lo-high posting order. 
These posting-order rules impact the size and number of items diat generate overdraft or 
non-sufficient funds (NSF) fees. Because many payments do not setde on the day on 
wliich they were conducted or authorized, consumers are hard pressed to predict the 
precise order in which items will be processed on a given day. Importantly, many 
disclosures merely state that the institution reserves the right to determine the order in 
which to process items. 

Furthermore, many institutions’ policies set risk-based limits based on an individual 
customer’s credit standing, fustory with the institution, past overdraft usage, and other 
factors. Those account underwritii^ policies vary from institution to institution but 
cannot be used as a basis for comparing providers if undisclosed. 


Consumer Expectations 

Finally, as when shopping for other consumer financial products, consumers enrolling m 
nesi' checking accounts may often underestimate liie likeliliood of ne^tive outcomes, 


Pew Health Group, "Still Risky: An Update on the Safety and Transparency of Checking 
Accounts," June 201 2, at 7, 

http://wwyY.f»*'Vvrnj$ts.<.r.5/ijplo«^dedr*tl»*sywwwp*JwJnjsi50fq/Rcporfs/Saf»j_Ghockifi»uii.lh«-_ 
El-drUunli _Ay«7F«w.i*ilt^_Chw.kii>g_Slill_Ritky.pdl(last viewed July 9, 2012}. 
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such as overdrawing their accounts or incurnng overdraft-related fees.^^ Thus, consumers 
may pay less attenlion to these terms - even when they are well-disclosed - than to ‘‘front 
end” charges they will incur \^ilh more certainty, such as monthly maintenance fees, 
regardless of the fact that ‘l^ack end” transaction fees may represent the majority of costs 
they are likely to mcur. 


Michael S. Bart ct al, ‘'Behavjo rally Informed Financial Services Regalation,” October 2008, 
hnp://www.i»tw<jiH'.*rita.MOl/files/n<jf b<;liavit«al.v54jdt (last viewed July 9, 2012); ROGER 
BUEHLER ET AL., INSIDE THE PLANNING FALLACY; THE CAUSES AND CONSEQUENCES OP 
Optimistic Time Predictions (2002). Bar-Gill (2004) made similar observations with respect to 
liie credit card markets. Oren Bar -Gill, “Seduction by Plastic,” 2004, 
hnp://lflwJ)ftfifiiss.comA:gl/vu>wconlcnt.i;jji?af1iclc- lf)1 J8conimit=uloa (last viewed Julv 9, 
2012 ) 
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Delivering for American 
Consumers and Leveling 
the Playing Field 

The CFPB is authorized to exercise its authorities under fedeial consumer financial 
protection laws to administer, implement, and promote compliance ^ith those laws. To 
this end, the Bureau has made efibcts in the past yeaj to improve the resources available 
to consumers and to build the infrastructure necessary for making consumer fmandal 
markets work better. 


Resources for Consumers 


The CFPB has launched a variety of offices to provide assistance and information to 
consumers. The Bureau strives to provide individualized help to consumers based on 
thdr specific issues with financial products and services, and it works to improve financial 
literacy and capability - amongst the public as a whole and consumers who traditionally 
faced particular challenges in the financial markets. 


CONSUMER RESPONSE 

The Bureau’s Consumer Response team receives complaints and inquiries directly from 
consumers. The CFPB accepts complamts through its website and by telephone, mail, 
email, fax, and referral. Consumers file complaints on the Bureau’s website using 
complaint forms tailored to specific products, and can also log on to a secure consumer 
portal to check the status of a complaint and review a company’s response. While on the 
website consumers can chat witli a live agent to receive help completing a complaint form. 
Consumers can also call the Bureau’s toll-free number to ask questions, file a complain^ 
check the status of a complaui^ and more. The CFPB’s U.S.-based contact centers handle 
colls ^ith Uttle-to-no wait rimes; they provide services to consumers in more than 180 
languages and to hearing- and speech-impaired consumers via a toll-free telephone 
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number. Cutting-edge technology, including secure company and consumer portals, 
makes the process efficient and user-friendly for consumers and companies. For 
companies, the CFPB provides secure channels for communicating directly with 
dedicated staff about technical issues. 

As Consumer Response processes complaints and responds to inquiries, it continues to 
seek new ways to improve existing processes to make them as efficient, effective, and 
easy-to-use as possible. Based on feedback from consumers and companies, as well as its 
own observations, the Consumer Response team identifies new opportunities to improve 
its processes and implement changes with each product launch. By applying the lessons 
learned through previous complaint function rollouts, the Consumer Response team has 
improved its intake process, enhanced communication with companies, and ensured the 
system’s ease-of-use and effectiveness for consumers. The CFPB aims to provide services 
that are trusted by consumers and companies alike. 


CONSUMER EDUCATION AND ENGAGEMENT 

The CFPB’s Division of Consumer Education and Engagement is responsible for 
developing and implementing initiatives to educate and empower consumers to make 
better-informed financial decisions. Improving financial literacy and capability 
encompasses many short and longer-term efforts, including education and engagement 
with information and tools designed to provide clear and meaningful assistance to 
consumers at the moment they need it. 

Reaching out to consumers is essential to the work of this Division. Over the past year, 
the Division’s Offices have engaged with different groups across the country throu^ 
more than 320 listening sessions, town halls and roundtables, visits to military installations, 
and other stakeholder events. These and other opportunities to hear directly from 
consumers about their financial needs, aspirations, and experiences help inform all of the 
Bureau’s work. Througji this outreach work, the CFPB has connected to more than 4,200 
stakeholder organizations that were involved in these events. 

As a 21st-century agency, the Consumer Engagement office has focused on bringing 
financial decision-making tools and information to consumers dirough an accessible 
online format. Over the past year, a steadily increasing number of consumers took 
advantage of these offerings. The Bureau’s website received more than 5 million unique 
views in the past year. The CFPB estimates that more than 3,750,000 of those were to 
areas of the site providing consumer tools, information, and assistance. 
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Know Before 
You Owe: 

Mortgages > 


ti 







The Division supports one of the CFPB's agpsnire csmpnigns, fCinw You On, 
which hss b^n to mske the costs and iishs of finsncul ptoducls and services easier to 
understand Although consumers ezpect to be hdd lesponsibtc fot iheu puidiases and 
debts, they also deserve to be aUe to make mfotmed choices bated on l-ong-Kim oosts 
and risks of those products and services Onr encourages personal 

responsibil ity and smart deasion-making through fait and efiomve representahons of the 
key dements of tbccosts and risks of financial products and services In20U, dieBureau 
published prototype forms, tools, and contracts for mor^agis, student loans, and credri 
cards that are destgped to make unpoctant informahon easter to find 

The Oflto of Consumer En^gement and Office foe Students recently enteie>j the 
second phase of its Kami You Oxr StuAntLomspioi/ect by rdeasii^ a beta version 
of a fmanaal aid comparison tool fot puhl ic comment This online tod is designed to 
hdp students and families make beiKr-mformed decisions about student loans The beta 
version drew upon pudidy available data provided by government statisbcal agencies, 
induding information cn mote than 7,500 schools and institutions, mdudoig vocational 
school! and commumty, seau^ and pnvat: colleges 
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The oool also included a ‘t^icaiy Benefits CalculaKir” that can eshmace education 
benefits foi semcemembeis, veterans, and their families The calculator indudes militaty 
tuition assistance and Post-9/11 GI Bll boiefits The Bureau is currenlly evaluating the 
fi»ibadc ftom the public to inform the development of the final version of the tool 

In addinon, in February, the CFPB's Consumer Engagement and Technology & 
Innovation teams rdeased a new design for ronsumesFininoegov,tiirhidi streamlined the 
site's information architecture This new des^ has increasod the attlity of visitors to find 
information about the CFPB's r^jilanons, requests for information, and guidance for 
su petvised entities within one d ick of the homepage 
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In March, the Bureau released CFPB, an interactive online tool that helps consumers 
find clear, unbiased answers to their fmajicial quesbons. CFPB currently contains 
more than 420 easy-to-read, plain -language entries wriiten by the Bureau’s subject-matter 
experts. Consumers can view entries oiganized by “most helpbil,” “most viewed/' or 
“recently updated.” The majonty of the entries are focused on credit card and mortgage 
quesbons. In the coming months, the Bureau will expand the database to answer 
quesbons about a range of financial products and services, including student loans, 
vehicle loans, and checking and savings accounts. With this expansion, rlie Ask CFPB 
content will mirror die Consumer Response system, which is already answering consumer 
quesbons and taking complaints on tliese products and services. 

The Bureau also helped bring attenbon to Financial Capability Month ui April with a 
senes of events throughout the country. Throu^ events on Capitol Hill: in Chicago, 
Illinois; New York City: and Amanllo, Texas, Director Cordcay and Bureau leadership 
engaged financial educators and leaders in the Geld, rural and community groups, 
consumers, and bankers about how to improve consumers’ financial literacy. In addibon, 
the Assistant Director for the Office of Financial Educabon tesbGed before Congress 
about Gnandal capability. 

As Vice-Chair of the Financial Literacy and Educabon Commission (FLEC), Director 
Cordray helped bong attenbon to the issue by emphasizing how important it is for 
consumers to have the abihty to understand and control their Gnances and lliat this ability 
creates a patli to economic independence and mobility. 

The Bureau is committed to educabon that builds Gnancial capability and that engages 
consumers at the right moment with informabon, tools, and skills to help them achieve 
their own financial goals. Tn keeping with tliat commitment tlie Office of Financial 
Educabon helped educate people during tax bme about opportimibes to save a porbon of 
their tax refund by providing useful materials to Volunteer Income Tax Assistance 
(\’ITA) sites nabonwide. The results of that inibabve will help focus and infonn future 
efforts to help consumers reach tiieir savbgs goals. 


Servicemembers 

The CFPB’s Office of Servicemember Affairs continues to reach out to servicemembers 
where tliey are, by visiting 27 military installabons and NabonaJ Guard units and 
parbeipating in 18 town halls and 14 roundtables since October 201 1, At these outreach 
events, Sen'icemember Affairs leadership and staff listened to servicemembers discuss the 
Gnancial challenges diey face, observed Gnancial educabon teaming, and provided 
educabonal materials. In addibon to the militarv uniis/installabons visited, the OfGce 
participaied in Gfteen outreach events sponsored by external otganizabons seeking 
addibonal educational informabon about riie Office and the CFPB. The OfGce used 
Military Saves Week in February as an opportunity to distribute a video message to all 
military units about the importance of saving for goals. Also in February, Assistant 
Director Holly Peteaeus met with Pentagon officials, who asked the OfGce to assist in the 
creabon of financial planning materials for all servicemembers leaving the military', an 
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often difficult time of Transition when sudi materials axe particulariy useful. Tlte Office 
staff has delivered consumer financial education infoonation to over 1 4,0(J0 people since 
October 2011. 

Building on its prior work with the U.S. Department of the Treasury (Treasury) and 
odiers to address the particular challenges that servicemembers often face in the mortgage 
markets, die Office continued its efforts to address the unique challenges presented by 
Permanent Change of Station (PCS) orders. In April and May, the Office worked wth 
Treasury to secure changes to the Home Affordable Modification Program (HAMP) that 
will provide more opportunities for mortgage assistance to military homeowners. Under 
the annoimced changes to HAIvlP, as of June 1, military homeowners and other families 
who are permanendy displaced by a move due to PCS orders may still qualify as owner- 
occupants for a HAMP mortgage modification. In June, the Bureau, along with the 
prudential regulators — the Federal Deposit Insurance Corporation (FDIC), the Board of 
Governors of the Federal Reserve System (Federal Reserve, Federal Reserve Board, or 
Federal Reserve System), die Office of the Comptroller of die Currency (OCC), and the 
National Credit Union Administration (NCUA) — issued joint guidance to address 
mortgage servicer practices that may pose risks to homeowners who are serving in die 
military. The guidance is to ensure compliance widi applicable consumer laws and 
regulations as they pertain to military homeowners who have received PCS orders. 


Older Americans 

The Division of Consumer Education and Engagement’s Office for Older Americans has 
continued its outreach efforts around the country with its core constituency, key public 
officials, financial institutions, industry, advocates, and other stakeholders ~ including 81 
events witli more than 2,700 participants since October 201 1 . The Office’s outreach work 
IS helping to raise awareness of growing consumer financial challenges faced by older 
Americans and to bring various interests together to develop solutions on the local, state, 
and national level. To assist with this work, the Office issued a Request for Information 
(RFI) about elder financial exploitation and other issues impacting seniors in june 2012. 
The Office also worked witli the CFPB’s Research. Maxkets and Regulations Division to 
issue a report and consumer guide about reverse mor^ages, a loan product sold to 
horaeownen aged 62 and older. 


Students 

Last fall, die Bureau launched its KnorBefore Yott Onv: StydfMtLMns^to\tc\. to help 
students make informed decisions about die level of debt associated with clioosing a 
college. The Bureau also continues to offer the Student Debt Repayment Assistant tool 
forgniduates to help them better understand the existing programs to manage their 
student debt repayment options. 
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tn cooperation with U S Department of £<^caticn, the Bureau collected addtional 
comment on a drafr finanaal ad companion tool The hnal model formal to be 
ptesenbod by die Secretary of Educa&on, will hdp itudcnti and huraiies lecnire cleat 
tnfoimanon on grants and loans when enrolbng m an mmtuticn of ht^er education In 
Apflt, the Fretidervt of the Unted States issued an Executive Order outbnmgpnnoples 
that would reqiaie schools to provide the 6nal version of the shopping sheet • to be 
prescobed by the Secretary of Educaben - to prowdc better oifonnaDon to recipients of 
rmktary and vecean education benefits 

In March, the Bureau began to accept ootnpbuics from the pubkc on oudent loans The 
CFFB'i Student Loan Ombudsman wotb witii Consumer Response, the U S 
Department of Educaticn, and institutions of hi|^et education, lenders, and others to 
assist borrewers with complaints on palate educ^on bam and to address challenges m 
die student lendr^ marbeiplace The Student Loan Ombudsman will submit a report to 
Congress later this year In preparation for this report, the Bureau pubkshed a Notice and 
Request for Infoematicn m June to collect comments on the nature of pavtf e student 
ban compbuits received by mditutions of hi^er education, state ^enaes, industry, non* 
profit organxations, and other interested parties 


Financial Empowerment 

The Bureau launched itr Ofhee of Financial Empcweiment injune 2012 to addteo the 
needs of consumcis uiho tradmonally have been undersetued by the financial maikec The 
Office began reaching out to oommuiuty and asset buildng groups, abes and counbes, 
and finanaal service providers Sinee its moepaon, ihe Office has met with more than 2S 
stahefaoldet groups These meebngs he^edinfoim the Office's goal to develop and 
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provide jnnovahve approaches that wJ! help respond to lowei-mcome and economically 
vulnecaHe consumers’ immediate needs for transaction accounts and credit, as well as 
theu lor^ei'teim needs for emergency savir^ and wealth building. In addition, on June 
25, C)irector G>idray and Office leadership hdd a ccnfeience call to introduce the 
Office’s work to mom than 400 parhapants representing community orgunsations, banks 
and credit unions, academics and researchers, representatives from local and state 
government^ coalitions, and others. 


Outreach 


In addition to the Bureau’s wodc engagirg and educating particular populations, the 
Bureau has hosted events all over the country to infoon and receive ir^t about its work 
on issues related to consumer Enanaal products and services. More than 1,000 consumers 
have made ffiar voices heard by participating in town halls and field hearings convened 
by die CFPB. The Bureau hosted two field hearings - on payday loans in Bi imin^iam, 
Alabama and on prepaid cards in Durham, North Carolina - to actively solicit public 
input on key policy initiatives. In New Yodr Gty, the CFPB convened a town hall 
meeting to learn from the public’s eitpenences with consumer finanaal products and 
services. While in Sioux Falls, South Dakota the Bureau unveiled its Financial Aid 
Comparison Shopper at a ^theiing of hi^ school seniors embadnng on d\e college 
selection process. 



In conjunction with field events, Director Cordiay and Deputy Director Raj Date have 
held roundtables widi community banks, credit unions, and odier members of die 
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financial services industr)’ as part of our continuing commitment to engage with financial 
service providers. Since January 2012, Bureau representatives have met with hundreds of 
mdusir)' representatives and senior CFPB leadership has delivered several speeches at 
widely-attended indistry conferences. The Bureau also has convened its first three small 
business panels in january, April, and May 2012. These panels, wliich are required 
whenever a rule that the CFPB is writing may have a significant economic impact on 
small businesses, provided vital insight from financial service providers as the Bureau 
strives to issue tlioughtful, research-based rules. 

The Bureau has also actively solicited the perspective of consumer and ci^ rights groups. 
In conjunction with field events. Director Cordray and Deputy Director Date have held 
roundtables with community-based orgamzations across the country. Since January' 2012, 
the CFPB’s Office of Community Affairs has engaged over 3,500 community group 
representatives tlirough more tliaii 100 meetings, roundtables, and public appearances in 
Washington, DC and diroughout llie country. Sincejanuaiy' 2012, senior CFPB 
leadership delivered speeches at four national nonprofit conferences. As widi industry 
outreach, the Bureau has ensured tliat consumer groups' perspectives inform its internal 
deliberations on policy initiatives. 


Partnerships 

The Bureau has furthered many existing partnerships and fonnalized several new ones. 
The CFPB received over 700 completed applications to serve on its Consumer Advisor)' 
Board. This Board, mandated by Section 1014 of the Dodd-Frank Act, '^*ill comprise a 
varied group of consumers, community organizations, governmental officials, and 
uidustry representatives who will provide Director Cordray with advice and consultation 
on consumer financial issues. The CFPB \viW be establishing communit)' bank and credit 
union advisory groups to help ensure that the agency's rules do not unduly harm entities 
rhatw'e do not supervise. 

To date, the Bureau has signed numerous memoranda of understanding (MOUs) with 
uitergovemmental partners, including federal agencies, sute financial regulatory entities, 
and state attorneys general The CFPB has conducted meetings with over 2C)0 
intergovernmental stakeholders such as mayors, state legislators, and international officials 
to help ensure that consumer financial protection remains coordinated among these 
entities. 
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Regulations and Guidance 

The Bureau is focusing intensively on implementing consumer protections required by 
the Dodd-Frank Act in anticipation of statutory deadlines m 2012 and 2013. In addition, 
the Bureau has issued a number of bulletins to provide guidance on regulatory matters 
and is analyzing public comments on potential projects to streamline regulations diat it 
has inherited from other federal agencies. 


IMPLEMENTING STATUTORY PROTECTIONS 

As contemplated by the Dodd-Frank Act, the CFPB is in die process of issuing a 
comprehensive set of regulations to address deep flaws in the mortgage market that were 
revealed by the financial crisis. After monflis of preparation and outreach, including 
conducting several small business review panels, tlie Bureau ejqiects over summer 2012 to 
issue proposed rules to address the following topics: 

■ Streamlining and integrating federal mortg^ disclosures to ensure that 
consumers who have applied for a mortage loan understand the terms of flie 
transaction and to ladlitate compliance by lenders and otlier financial services 
providers. 

■ Addressing widespread problems in the mortgage servicing industry by 
implementmg Dodd-Frank Act requirements regarding periodic statements, 
force-placed insurance, prompt crediting of pajTnenls, responses to requests for 
pay-off amounts, and error tesoluhons. In addition, die Bureau plans to propose 
basic requirements to ensure that servicers maintain reasonable information 
management systems and reach out early to work with borrowers who are having 
trouble paying their loans. 

■ Refining existing rules regarding the compensation and qualification of mortgage 
loan or^nators, including brokers and loan officers, as well as simplifying the 
structure of upfront points and fees on certain loans. 

• Implementing Dodd-Frank Act amendments to existing rules governing high- 
cost mortgage loans to apply the requirements to a broader group of mortgages 
and to uicrease consumer protections. 

■ Ensuring that consumers receive a copy of the appraisals conducted in 
connection with dieir mortgage loan applications. 

The Bureau is also working on an interagency basis to implement certain other Dodd- 
Frank Act requirements regarding apprai.sals. 
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Alrcr the public c<Knmcnt periods end, the Bua*au wnll wxirk to finalize these proposals as 
well as two additional mort^ge a'latcd proposals that were issued by the f ederal Rescr>’c 
Board in 2(U 1 to implement additional Dodd-I'rank Act requia-ments regarding escrow 
accounts and lenders’ obli^tions to assess borrou-ers’ abilit)' to repa)' mortgage loans, 
including certain protections from liabilit) for “qualifa'd mortgages.** In May ^)12, the 
Bureau reopened the comment period on the abilih'-to-rcpay rule to seek public feedback 
on certain information that the Bureau has received in connection with that rulemaking, 
as well as to request additional data. 

llie Bua'au expects to finalize most of the mortgage rules by January 21,2(B3, in 
accordance with certain statutory deadlines. Due to additional consumer testing and other 
factors, final rules ri^rding the integration of federal mortgage disclosures aa* expected 
to be issued later in 201 3. 

The Bureau is also working to implement other Dixid-i rank Act protections. In 3M2, the 
Bureau issued new rules grivcming foreign money transfers (remittances), which 
previously have been largely excluded from federal consumer financial protection laws. 
Those rules, including new disclosuies and error resolution procedures, will take effect in 
Tebruat)' 2lM3. 'The Bureau expects to issue a supplemental rule on remittances in 
summer 2l)]2 to address certain issues on which it had sou^t additional public comment, 
in advance of the Februan' 2<M3 implementation date. Additirmal rulemakings arc 
c< mtempbted concerning reporting of data regarding mortgage lending, lending to small 
businesses and women* and minority-owned businesses, and consumer access to their 
owi) transaction data. 

In addition, the Bureau has begun to issue rules that rcbie to its super\'isory authority'. 
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It has proposed a rule that defines ‘larger participants” in the debt collection and 
consumer reporting markets, which will bong within the scope of the CFPB's supervisory 
authority debt collectors and consumer reporting agencies that meet certain annual receipt 
thresholds. This would be the CFPB’s initial rule defining larger participants in nonbank 
markets and will be followed by a series of subsequent rulemakings to define larger 
participants m other markets. 

The Bureau has also proposed a rule to establish procedures by which the CFPB may 
make any nonbank entity that the CFPB has reasonable cause to determine is posing a 
dsk to consumen subject to its supervisory autliority. Tlie proposed rule would establish 
a process for die CFPB to give notice to the nonbank entities of such deiermuiations and 
would provide them with a reasonable opportunity to respond. The proposed rule would 
not unpose new substantive consiuner protection requirements on any nonbank entity. 


INTERPRETING AND STREAMLINING INHERITED 
REGULATIONS 

The Bureau is working with consumer and industiy^ stakeholders on interpreting and 
streamlining regulations to implement existing federal consumer financial protection laws. 
These regulations were issued previously by other federal financial services regulators and 
transferred to the Bureau in July 2011. 

In 2012, the Bureau issued interpretive guidance on a variety of topics, including 
interpretation of regulations concerning mortage loan onginaior compensation, licensing 
requirements for loan originators under the Secure and Fair Enforcement for Mortage 
Licensing Act of 2008 (SAFE Act), and analysis of disparate impact under fair lending law. 

In addition, the Bureau has been explonng possible initiatives to update, modify, or 
eliminate inherited regulatory requirements that may be outdated, unduly burdensome, or 
unnecessary. At the request of various stakeholders, the CFPB extended tfie comment 
period covering potential streamlining initiatives from Match to ]une 2012. Tlie Bureau is 
currently reviewing tlie comments received to plan follow-up action. 

Finally, tlie CFPB has begun issuing updated housekeeping rules diat establish procedures 
for the public to obtain infotmation from the Bureau under the Freedom of Information 
Act, the Privacy Act of 1974, and in legal proceedings, and tliat provide for the 
confidential treatment of infotmation that the Bureau generates and obtains in connection 
with die exercise of its audiorities. Tlie CFPB also promulgated supplemental ethics 
regulations for Bureau employees establishing restrictions on outside employment and 
business activities: proliibitions on die ownership of certain financial interests; restrictions 
on seeking, obtiining or renegotiating credit and indebtedness; prohibitions on 
recommendations concerning debt and equity interests; disqualification requirements 
based on credit or indebtedness; prohibitions on purchasing certain assets: and 
restnctions on participating in particular matters involving outside entities. 
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Supervision 

The CFPB’s supervision program seeks to ensure that large banks and other companies 
that provide fmancial products and services to consumers comply witii federal consumer 
financial laws. The CFPB’s supervision program has two pacts. The large bank 
supervision program focuses on compliance with consumer protection laws and 
regulations by insured banks, thrifts, and credit unions with assets over $10 billion, their 
affiliates, and service providers. Tlie nonbank supervision program focuses on 
compliance with the same laws and regulations by thousands of other ‘'nonbanlc" 
companies, including mortgage lenders and brokers, credit bureaus, payday lenders, and 
their service providers. 


SUPERVISORY ACTIVITIES 

The CFPB has launched its iionbank supervision program, the first federal program to 
supervise nonbank providers of consumer financial products and services. The CFPB 
commenced examinations of mortage lenders, brokers and senicers as well as short- 
term, small dollar lenders, commonly referred to as pajxiay lenden. Tliese nonbaiik 
entities have cooperated in the examinations, which include infonnation requests and on- 
site reviews. CFPB examiners continue to actively examine laige banks in each of its four 
regions throughout tlie countiy'. 

The CFPB will soon issue a policy that gives supervised entities an opportunity to request 
review of a final, less than satisfactory', rating and the underlying supervisory 
determinations. The review would be conducted by CFPB officials from headquarters and 
from a CFPB region that was not involved in assigning the rating. This policy will support 
the goal of maintaining a supervisory program that is fair, data-driven and consistent. 

The Director of the CFPB is a member of the Federal Financial Institutions Examinaboii 
Council {FFIEC), a formal mter^ency body empowered to prescribe uniform principles, 
standards, and report foons for the federal examination of insured depository institutions. 
Additionally, employees of the CFPB actively partictpate in nine FFIEC task forces, 
committees, and working groups. The CFPB currently provides leadership for the 
FFIEC’s Consumer Compliance Task Force. 


EXAMINATION MANUAL, PROCEDURES, AND 
OTHER SUPERVISORY GUIDANCE 

The CFPB originally issued its Supen'ison attd Esaminaiion Manual on October 15, 2011. In 
lanuary' 2012, tlie CFPB issued two addibons to the Manual The Mortgogf OnginoUon 
Examination Profed/zresdesctibe the types of infotmabon the Bureau’s examiners will seek 
m order to review key mortgage ooginaror acuvibes, from inibal adverbsements and 
markebng pracbces to closing pracbces. The Short-Term, Small-DoUar Leading Examination 
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Proct^fhns address the types of informaliori necessary to review key payday lending 
activities, from initial advertisements and marketing to collection practices. 

The SAFE Act mandates a nationvwde licensing and registration system for residential 
mortage loan originators. On March 7, 2012, the CFPB issued interagency SAFE Act 
examination procedures for insured depository mstitutions. These procedures describe 
the types of information that the Bureau’s examiners will ^ther to evaluate compliance 
by depository' institutions witli the SAFE Act’s registration system requirements. 

Tlie CFPB will soon issue the second version of its Supeniaon and Bxamimlioti Manual 
Version 2.0 will replace outdated regulatory citations with the new’ CFPB citations, 
reflecting the fact that autliorily for federal consumer financial law's was transferred to tlie 
CFPB by the Dodd-Frank Act 

In addition, the CFPB issued bulletins in tlie past six months that provide superi’ised 
entities with guidance on a variety of issues. These include: 

■ Confidentiality protections that are provided to entities during the examination 
process; 

■ The CFPB’s expectation that supervised entities will oversee iheir business 
relationships with service providers in a manner tiiat ensures compliance with 
federal consumer financial laws; and 

■ Clarification that under the SAFE Act a slate may grant a transitional loan 
originator license to an individual who holds a valid loan originator license fmm 
anodier state, as discussed ftirdier below. 


INFRASTRUCTURE AND TECHNOLOGY 

The CFPB has fully implemented its Supervisory Examination System (SES) l.O, which 
records, tracks, and provides current information and data about its supervision and 
examination activities. Because diis system was originally designed for the Office of Tlmfr 
Supervision, it is not fully capable of addressing all aspects of die CFPB’s consumer 
financial protection mandate. As a result, the CFPB is planning and moving forward widi 
development of SES 2.0, a more technologically sophisticated program that will have 
enhanced capabilities diat focus on die unique needs and functions of the CFPB’s 
consumer compliance supervisory program. 
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THE SECURE AND FAIR ENFORCEMENT FOR 
MORTGAGE LICENSING ACT OF 2008 

Related to our Supervision mission is die CFPB’s responsibility to administer the SAFE 
Act.^^ Enacted on ]uly 30, 2008, the SAFE Act mandates a nationwide licensing and 
registration system for residential mortgage loan odginaloR (ML 03 ).^^The SAFE Act 
autliorities transferred to the CFPB pursuant to the Dodd-Frank Act.^® 

To accomplish the goal of national licensing and registration, die SAFE Act prohibits 
individuals from engaging m the business of MLOs without first obtaining and 
maintaining annually a particular type of registration. Individuals who are MLOs 
employed by depository, and certain subsidiary, msdtutions regulated by die federal 
banking agencies^’ or die Fann Credit Administration (FCA) must federally register as a 
registered loan originator and obtain a unique identifier. All other individuals who are 
MLOs must be licensed by a state, register as a stale-licensed loan originato r, and obtain a 
unique identifier. The SAFE Act requires that federal registration and stale licensing and 
registration be accomplished through die Nationwide Mortage Licensing System and 
Registr)' (NMLSR), an online registration system. 

The federal agencies previously charged with SAFE Act responsibilities had issued 
regulations to implement die Act.'*^' In light of the transfer to the CFPB of the SAFE Act 
rulemaking authority of the federal banking agencies, the FCA, die Office of Thrift 
Supervision (OTS), and the U.S. Department of Housing and Urban Development 


^The SAFE Act requires an annual summary ol the CFPB's activities underthe Act. 12 U.S.C. 

§ 51 15(a). This section oftheCFPB's Semi-Annual Report constitutes the annual SAFE Act 
Report for 2012. 

^ More specifically, the SAFE Act as enacted required the OCC, the FDIC, the OTS, and the 
NCUAy with the Farm Credit Administration (FCA), and through the FFIEC, to develop and 
maintain a federal system for registering MLOs employed by certain of their regulated 
institutions. In addition, the SAFE Act as enacted char ged HUD with oversight of the states' 
compliance with systems for licensing and registering other MLOs in accordance with 
minimum standards established in the SAFE Act. 

* With this transfer of authorities, the CFPB assumed: (1) responsibility for developing and 
maintaining the federal registration system (including rulemaking authority); (2)supervisory 
and enforcement authority for SAFE Act compliance for entities under the CFPB's jurisdiction; 
(3) oversight and related authority relating to states' compliance with SAFE Act standards for 
MI.0 licensing systems; and (4) related rulemaking authority. 

^Defined in the SAFE Act as the Federal Reserve Board, the OCC, the NCUA.andthe FDlC, 
collectively. 

In 2010, the Federal banking agencies, the OTS (subsequently eliminated by the Dodd- 
Frank Act) and the FCA published a combined final rule e.stablishing similar requirements for 
federal registration. 75 Fed. Reg. 44,656 (July 28, 2010). In 2011, HUD published a final rule 
setting minimum standards for stale licensing and registration. 76 Fed. Reg. 38,464 (June 30, 
2011 ). 
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(HUD), the CFPB published an intenm final rule establishing a new Regulation G (SAFE 
Mortgage Licensing Act-Federal Registration of Residential Mortgage Loan Originalors) 
and a new Regulation H (SAFE Mortgage Licensing Act-State Compliance and Bureau 
Registration System)/^ Tliis interim final rule became effective on December 30, 201 1, 
and does not impose any new substantive obligations on persons subject to die existing 
SAFE Act regulations. 

Since the transfer to the CFPB of die SAFE Act authorities, the Bureau has fielded 
questions regarding the validity of transitional licenses for MLOs subject to state-licensing 
requirements. The CFPB issued a bulletin on April 10, 2012, that darified the questions 
of whether: (1) a transitional license would allow a MLO who is licensed in one slate to 
act as a MLO in another state; and (2) a transitional license would allow a federally 
registered loan originator to act as a state -licensed MLO. As stated in that buUeiui, the 
SAFE Act and Regulation H generally require that a state prohibit an individual subject to 
state MLO -licensing requirements from engaging in the business of a MLO in the state 
unless the individual first: (1) registers as a loan originator through and obtains a unique 
identifier from the NMLSR: and (2) meets certain minimum standards. The Bulletin 
clarifies that the SAFE Act and Regulation H allow a state, if it chooses, to provide a 
transitional MLO license to an individual who holds a valid MLO license from anodier 
state. This guidance, therefore, has the potential to increase employment mobility for 
state-licensed MLOs who move from one state to another. Because these MLOs are 
already licensed, issuance of such a transitional license is consistent with the protection 
provided to the public by the SAFE Act. However, states cannot pennit a registered, but 
unlicensed, loan originator who is no longer employed by a federally regulated institution 
to act as a MLO while pursuing a state license. Recognizing that this may create 
impediments to job changes by MLOs, the Bureau will work with the states, industry, and 
the NMLSR to minimize these impediments going forward, consistent with the SAFE 
Act. 


*' 76 Fed, Reg. 78,483 (Dec. 1 9, 201 1 ). 


46 


SEMI-ANNUAL REPORT OF THE CFPB, JULY 2012 



94 


Enforcement 


The CFPB aims to enforce the consumer protection laws withui the Bureau's jurisdiction 
consistently and to support consumer-protection efforts nationwide by investigating 
potential violations both independently and in conjunction with other slate and federal 
law enforcement agencies. 


CONDUCTING INVESTIGATIONS 

Since the CFPB’s launch, the Office of Enforcement has been conducting research and 
investigations of potential violations of federal consumer financial laws identified by 
CFPB siafl) transferred to the Bureau by the prudential regulators and HUD, or referred 
to the Bureau by consumers and others. Enforcement has endeavored to locus its 
investigative resources on the violations of law that cause the greatest harm to consumers. 
The inves ligations currently underway span the full breadth of the Bureau’s enforcement 
)urisdictioii. Further detail about ongoing investigations will not generally be made public 
by the Bureau until a public enforcement action is filed. 


JOINT TASK FORCE ON FORECLOSURE SCAMS 

In December 201 1, tlie CFPB, tlie Office of the Special Inspector General for the 
Troubled Asset Relief Program (SIGTAKP), and the U.S. Department of the Treasur)' 
announced the creation of a joint task force to combat scams targeted at homeowners 
seeking to apply for the Home Affordable Modification Program, a foreclosure- 
prevenfion program administered by Treasury. Tliis joint task force aims to protect 
taxpayers by investigating and shutting down these scams and by providing education 
programs to vulnerable homeowners. 


RESIDENTIAL MORTGAGE-BACKED SECURITIES 
WORKING GROUP 

In lailuary 2012, the CFPB joined die Residential Mortage-Backed Securities .'RMBS} 
Woriong Group, a group established by die Attorney General as a part of die Financial 
Fraud Enforcement Task Force (FT^ETF). The RMBS Working Group consists of a 
broad coalition of slate and federal officials, mcluding the U.S. Department of Justice, die 
UB. Attorneys’ Offices, the U.S. Securities and Exdiange Commission, the New York 
State Attorney General’s Office, HUD, HUD’s Office of Inspector General, the Federal 
Bureau of Investigadon, the Federal Housing Finance Agency’s Office of Inspector 
General, and other State Attorneys General. The working group and its members are 
focused on investigating potential false or misleading statements, deception, or other 
misconduct by market participants in the creation, packaging, and sale of mortage- 
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backed securities. The working group also collaborates on future and current 
investigations, pools resources, and streamlines processes to ensure that if fraud or 
misconduct has occurred justice is achieved for the viclim.s. Williin die working group, 
the CFPB is focusing its efforts on obtaining relief for consumers and promoting healdiy 
consumer finance markets. 


WHISTLEBLOWER HOTLINE 

In December 2011, the CFPB announced several ways in which individuals can alert die 
Bureau about potential violations of federal consumer financial laws. Current or former 
employees, contractors and vendors, and competitor companies may submit information 
or tips. People who submit tips may request confidentialit\' or even remain anonymous to 
the extent permitted by law. 


Fair Lending 

The CFTB’s Fair Lending and Equal Opportunity Office leads the Bureau’s efforts to 
ensure fair, equitable, and nondiscriminatory access to credit for individuals and 
communities. The Bureau’s inaugural Senii-i\nnual Report described die tools Fair 
Lending uses to work toward diis goal. This discussion will focus on one of those tools: 
outreach to consumers, industry, and federal and stale agencies.*^ 


OUTREACH AND COLLABORATION 

The Fair Lending Office engaged in numerous outreach events from January to |une 2012 
m locations throughout the country, reaching consumers, consumer advocates, and 
industry representatives who are interested in promoting tair lending compliance. 

April 2012 was Fair Lending and Fair Housing Month, and the Bureau hosted several 
activities to focus attention on these issues. On Apnl 18, 2012. Director Cordray 
announced at an outreach event held at the National Communii)' Reinvestment Coalition 
annual conference that the Bureau is ‘'giving fair notice on fair lending” by issuing CFPB 
Bulletin 2012-04 which provides guidance on compliance with the Equal Credit 


Separately, and pursuant to the Dodd-Frank Act's requirement in Section 1013(c)(2Xd) that 
the Bureau report to Congress annually on its efforts to fulfill its fair lending mission, the 
Office of Fair Lending will submit a single report in fall 2012 In satisfaction of this requirement, 
and the Bureau's reporting requirements under 15 Ll.S.C. § 1691 f of the Equal Credit 
Opportunity Act and 1 2 U.S.C. § 2807 of the Home Mortgage Disclosure Act 
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Opportunity Act and Regulation The Fair Lending Office also issued a pamphlet 
aimed at educating consumers about credit discrimination and their rights.^ 

Fair Lending also has engaged in a vanety of efforts to coordinate with other federal 
supervisory and enforcement agencies, and has begun outreach to s^te agencies. Those 
efforts include joining the U5. Department ofjustice, HUD, and the Federal Reserve as a 
co-chair of the Federal Financial Fraud Enforcement Task Force's Non-Discrimination 
Working Group. Tlie Task Force brings together representatives from law enforcement 
agencies, regulatory authorities, inspectors general, state attorneys general, and local law 
enforcement in order to coordinate and increase effective enforcement in the lending 
discnminalion and mortage fraud areas. The Fair Lending Office also parddpates in the 
Federal Interagency Task Force on Fair Lending 'jjhich brings together various federal 
regulatory agendes^^ to discuss and coordinate fair lending activities. 


See 15 U5.C. § 1691(a)(l ); 12 C.F.R. § 1002.4. The Bulletin is posted on the Bureau's 
website at 

http;//liles.CnnsuM»ptr triao«:i*.qirv/l/?01404 tlph tmlloiin .Inndinq^di^ciiinipiaUdii pdt. 

The pamphlet is assailable on the Bureau's website at 
htlp://Hles.Con5*jinerHtnJincp.tjov/l/2iU204 ripb Ciedit Dtscrimiiuition hrr'fhijro.pdl. 

*^The following agencies participate in the Federal Interagency Task Force on Fair Lending: 
HUD, the U.S. Department of Justice, the OCC, the Federal Reserve, the FDIC, the Federal 
Housing Finance Agency, the NCUA, and the FTC. 
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Building a Great 
Institution: Update 

The CFPB strives to promote transparency, accountability, and firimess. Built on these 
values, the CFPB is better able to make consumer financial markets work for consumers, 
honest businesses, and the economy. 


Open Government 

A key mission of the CFPB is to make consumer financial products and services more 
transparent in the consumer marketplace. The CFPB believes it should demonstrate tliat 
same level of commitment to transparency in its own activities. To accomplish diis, the 
Bureau utilizes its website as the primary vehicle to share infonnation on the operations 
and decisions that the CFPB undertakes every day. 

Recent examples over the last few months that illustrate the Bureau’s commitment to 
openness include: 

• Freedom of Information Act (FOIA) 

The FOIA is a fundamental transparency law that gjves consumers the statutory 
right to request information owned by die CFPB. A FOIA and Privacy Act 
Request Guidebook was created to provide specific infomiafion about submitting 
requests, fees, appeals, and mote. The CFPB has also created an Index of Major 
Intoonation Systems. This list hi^lights specific “^‘systems” that may contain 
mformafion sought under the FOIA and Privacy Act, and thus makes it easier for 
requestors to understand what infotmation CFPB maintains. 

■ Leadership Calendars 

TTte CFPB is committed to letting consumers know the daily schedules of its 
senior leadership. The monthly calendars of Director Richard Cordray, Deputy 
Director Raj Date, and the past Special Advisor to the Secretary of the Treasury 
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Elizflbedi Warren have been posted to the Bureau’s website. The Bureau 
provides ihe calendars in multiple formats on a monthly basis m order to 
enhance their usefulness. 


■ Budget Updates 

The CFPB publishes quartedy bucket updates on its website at 
Omsumerrtnao* t.ruT budget to keep Congress and the public informed about 
how tlie Bureau’s funds are being spent. In addition, the Bureau has also 
pubhshed on its website a Fiscal Year (FY) 2013 budget in brief and budget 
justification, in addition to the Bureau’s funding requests. 


■ Procurement 


The CFPB posted the FY2011 Service Contract Inventory to its website. Website 
updates include a summary report of the CFPB’s ten largest service contract 
obligations and special interest functions, as well as a worksheet diat includes the 
inventory of awarded service contract transactions in excess of $25,000. 

■ General Reports 

The CFPB posts a variety of reports to illustrate die progress in specific areas of 
tlie Bureau’s opecabons. Recent reports include tlie Bureau’s compliance wilh the 
Plain Wribng Act, a comprehensive update on Consumer Response from July 
through December 2011, and a summary of acbvities related to die 
administrabon of the Fair Debt Collecbon Pracbces Act. 


• Guidance Updates 

From bme to bme, the CFPB will post letters and other materials that provide 
guidance to industry and members of the public. The Bureau has provided 
addibonal guidance on its w’ebsite about mortgage oiiginabon examinabon 
procedures; short-term, small-dolkr lending examinabon procedures; and an 
interagency SAFE Act examinabon procedure for federally regulated depository 
insbtubons. Bulletins on transibonal licensing of mortgage loan originators under 
the SAFE Act, lending discriminabon, service providers, and payment of 
compcnsabon to loan originators were also posted to the website. 
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Budget 

The Bureau is committed to fulfilling its statuloiy responsibilities and delivering value to 
American consumers. This means being accountable and using our resources wisely and 
carefully. 

HOW THE CFPB IS FUNDED 

The CFPB is funded principally by transfers from the Federal Reserve System, up to 
limits set forth in the Dodd-Frank Act The Director of the CFPB requests transfers from 
die Federal Reserve System in amounts that are reasonably necessary to carry out the 
Bureau’s mission. Annual funding from the Federal Reserve System is capped at a fixed 
percentage of the total 2009 operating expenses of the Federal Reserve System, equal to: 

• 10 percent of these Federal Reserve Sj^tem expenses (or approximately $498 

million I in FY2011; 

■ 11 percent of diese expenses (or approximately $S47.8 million) in FY2012: and 

■ 12 percent of tJiese expenses (or approximately $597.6 million) in FY2013 and 
each year thereafter, subject to annual inflation adjustments.^ 

Duong FY2012, to date, die CFPB has requested transfers from the Federal Reserve 
totaling $257.7 million to fund Bureau operations and activities as described in this 
report.*’ 

These funds ate held in an account for the Bureau at the Federal Reserve Bank of New 
York. Bureau funds that are not funding current needs of the CFPB are invested in 
Treasury securities. Earnings from those investments are also deposited into the Bureau’s 
account.*® 

If the authorized transfers from the Federal Reserve are not suffidentin FV’2010-2014, 
the CFPB can ask Congress for up to $200 million, subject to the appropriations 
process.*^ The CFPB did not request an appropriation in FY'20ll and does not plan on 
doing so in FY2012 or FY2013. 


'' See Dodd-Frank Act, Pub. L. No. 1 1 1-203, Sec. 101 7(aK2). 

The Bureau posts all of its funding request letters on its website at 
Consuiii*»rl in 4 n».»?. 40 v/tiU'Jgc!l. 

** Jee Dodd-Frank Act, Pub. L. No. 1 1 1 203, Sec. 1 01 7(b). 

101 7(e). 
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Pursuant to the Dodd-Frank Act, the CFPB is also authorized to collect and retain for 
spedhed purposes civil penalties collected against any person in any judidal or 
adminislcitive action under federal consumer financial laws.^ The CFPB generally is 
authonzed to use tliese funds for payment of restitution to victims, but may also use die 
funds for purposes of consumer education and financial literacy programs under certain 
circumstances. The CFPB maintains a separate account for these funds at die Federal 
Reserve Bankof New York. The CFPB didnotcollect any civil penalties during the first 
three quarters in FY2012. 


KEY CFPB EXPENDITURES IN FISCAL YEAR 201 2 

Through June 30, 2012. the CFPB has spent$2‘l'7 million^^ m FY2012, and has incurred 
$208J million in obligations, includuig $101.1 million in salary and benefits. $91.0 million 
in contract and support services, and $16.1 million in travel and other expeiises.^^ 

Approximately half of the Bureau’s spending was related to employee compensation and 
benefits and travel for employees on board. Over 70 percent of the amounts obligated in 
contracts and support services were for the acquisition of general administrative and 
support services from other government agencies and for the development and 
maintenance of the Consumer Response and additional infoonation teclinology systems. 


®Seeri§1017ld). 

■ ' This amount includes commitments for new procurements expected to be awarded and 
obligated in subsequent FY2012 quarters. 

^ Budget and spending information is made available at Coirtuincif inance.qov/tjiuipel. 
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FIGURE 6: FY2012 YEAR-TO-DATE SPENDING BY EXPENSE 
CATEGORY 


Grand Total 

(35 0 ( 6 / 30 / 2012 ) 


$247, 030, 675 


a. 



$9,013,592 

Equipment 


$1,743,755 

Supplies & Materials 


$125,144 

TranspoftationofThings — ^ 

I ^9 

I $180 

' ‘ Interest & Dividends 



Printing & Reproduction ^25 593 

Rents, Communications, 
Utilities, &Misc 


' Includes open commitments fot ptooiremenls fot which a vendot has not yet been determined and funds haire not yet 
been obligated. 


"Other Contractual Services" includesthecost of operating the Bureau's Consumer 
Response call centers in Iowa and New Mexico. 
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TABLE 4: 2012 YEAR-TO-DATE SPENDING BY DIVISION/PROGRAM 
AREA 


Division/Program Area 

F\'2012 Spending to Date 

Director 

2,237,031 

Chief Operating Officer 

54,536,696 

Consumer Education & Engagement 

12,365,155 

Research, Markets &: Regulations 

21,547,487 

Supervision, Enforcement, Fair Lending 

62,839,444 

General Counsel 

5,60G;!88 

External Affairs 

2,453,989 

Centralized Services 

85,444,585 

Grand Total (as of 6/30/12) 

$ 247,030,675 


The Bureau’s significant FV’2012 obligations througli june 2012 include: 

• $19.7 million to Treasury for various administrative support services, including 
information technology and human resource support, temporary office space, 
and detaiiees: 

■ $11.8 million to Treasury’s Office of the Comptroller of the Currency for office 
space; 

■ $7.6 million to Treasury’s Bureau of the Public Debt for cross-servicing of 
various human resource and financial management services, such as core financial 
accounting, transaction processmg and travel: 

■ $4.0 million to a contractor for the development and operations of the Consumer 
Response System; 

■ $3.7 million to a contractor for human resource support services; 

■ $3.7 million to an information technology contractor for project management 
support services; 

• $3.1 million to a contractor for hosting, cloud infrastructure, and system 
administration services; and 

■ $2.9 million for collection and analysis of credit card data to assist the Bureau. 
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KEY CFPB EXPENDITURES IN FISCAL YEAR 201 1 

During FY2011, the majority of CFPB spending was related to essential, one-time costs 
related to standing up the Bureau, such as information technology and mission-specific 
and human capital support. The CFPB incurred $1233 million in obligations, including 
$68.7 million in contract and support services, $48.4 million in salary and benefits, and 
$6.2 million in other expenses. 


Implementation Activities 

The Bureau’s significant start-up expenditures in FY2011 included: 

■ $18.6 million to Treasury for various administrative support services, including 
information technology and human resource support, office space, and detailees; 

■ $6.7 million to Treasury’s Office of the Comptroller of the Currency for office 
space and support services for complaint processing; 

■ $6 million to Treasury’s Bureau of the Public Debt for cross-servicing of various 
human resource and financial management services, such as core financial 
accounting, transaction processing and travel; 

■ $4.4 million to a contractor for human capital policies and assistance in 
developing salary and benefits packages consistent with statutory requirements; 

■ $4.3 milhon to an information technology contractor for project management 
support services; and 

■ $4.3 milhon to a contractor for the development of Consumer Response. 

THE CFPB'S BUDGET PROCESS 

The Bureau’s Chief Operating Officer (COO) is responsible for coordinating activities 
related to the development of the CFPB’s annual budget. The Office of the Chief 
Financial Officer within the COO has responsibihty for developing the budget, and works 
in close partnership with the Office of the Human Capital, the Office of Procurement, 
the Technology and Innovation team, and other program offices to develop budget and 
staffing estimates in consideration of statutory requirements, performance goals, and 
priorities of the Bureau. The CFPB Director ultimately approves the CFPB budget. A 
discussion of the Bureau's goals and priorities, an updated set of performance measures, 
spending and staffing (FTE) estimates for FY2013 and projections for FY2014 will be 
included in the next CFPB Budget Justification, which is expected to be published in 
February 2013, in conjunction with the FY2014 President's Budget. 
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Diversity and Excellence 

RECRUITING AND HIRING 

Over die past year, the CFPB has endeavored to recruit and hire highly qualified 
individuals. These efforts have focused on filling vacancies at its headquarters in 
Washington, DC, and in its examiner workforce distributed across die country. Die 
Bureau’s examiners are oiganized by regions and anchored by key strategic satellite offices 
in three of the nation’s financial hubs - Chicago, Illinois; New York City; and San 
Francisco, California. As of June 30, 2012, we have 889 staff on-board and working to 
carry out the CFPB’s mission. These include approximately 230 highly qualified regulators, 
researchers, lawyers, and market practitioners who transferred from the consumer 
protection divisions of the prudential regulators and other federal ^encies. 

To continue this momentum, the CFPB is implementing a stmtegic plan to develop a 
sustainable pipeline of diverse candidates for occupations across the Bureau. Diis strategy 
includes: 

■ Leveraging existing staff to be tlie CFPB’s most vocal and effective recruiters; 

■ Using soaai media and web 2.0 lechnologj' to connect people and gel the word 
out about emplojTTient opportunities at the Bureau; 

■ Conducting outreach events that feature our senior leadership and attract people 
to an agency that we hope they will vie^' as a ‘'best place to serve;” and 

■ Creating development programs for incoming staff such as the Presidential 
Management Fellow program and our Honors Analysts. 
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FIGURE 7: QUARTERLY GROWTH OF CFPB POSITIONS FILLED 
THROUGH JUNE 30, 2012 



Q1 02 03 04 01 02 03 


FISCAL YEARS 2011 -2012 


EDUCATION, TRAINING AND ENGAGEMENT 

Since its creation, the CFPB has focused on strong engagement with existing and 
potential Bureau staff. It has accomplished this through education, training, and 
engagement programs. As the Bureau matures, the CFPB continues to build and offer: 

• Robust programs that aim to keep its employees current on the latest skills they 
need to conduct their work and be successful; 

• Vehicles for full participation in a vibrant culture that adheres to the Bureau’s 
values of Serve, Lead, and Innovate, and that fosters tfie successful achievement 
of its mission; and 

• Progams and methods to ensure that the CFPB attracts the bes^ brightest, and 
most diverse group possible to carry out its mission. 

The CFPB is developing a learning environment tailored to meet the specific needs of the 
Bureau’s divisions and the individuals within them. 
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In addition, die Bureau’s Office of Human Capital (OHC) is working to identify, cultivate, 
and sustain a diverse workforce and inclusive work environment to further the CFPB’s 
success. The OHC is making efforts to develop a culture that encourages collaboration, 
flexibility, and fairness, and dial leverages diveKity throughout the organization so that all 
individuals are equipped to Serve, Lead, and Innovate. 


DIVERSITY 

Diversity has been a cornerstone of the Bureau’s foundation, its strategic workforce 
planning programs, and its contracting since its establishment.^"’ In January 2012, the 
Bureau formally established an Office of Minority and Women Inclusion (OMWl) to 
ensure that inclusion continues to inform its work, and in April 2012 hired die first 
Director for dus office. 

The OMWI focuses on developing and refmuig standards for: 

■ Equal employment opportunity, workforce diversity, and inclusion at all levels of 
the Bureau; 

■ Increased participation of minority-owned and woraen-owned businesses in the 
CFPB's programs and contracts; and 

■ Assessing the diversity policies and practices of companies diat tlie CFPB 
supervises. 


This discussion presents an overview of the Bureau's effort to promote diversity across its 
workforce and contractor support community. A more complete analysis will be presented in 
the Bureau's required annual Human Capital report, which will be published later in 2012. In 
July 2011, the Bureau published a report on its goals for recruitment and retention, training 
and workforce development, and workforce flexibilities. That report is available on CFPB's 
website: Cbirainnerl inanci^.gcv. 


59 


SEMI-ANNUAL REPORT OF THE CFPB, JULY 2012 


107 



The CI-PB has met widi representatives from the l*inancial Institutions Reform, Recover)’, 
and Enforcement Act (I'IRRICA) agcncics^^ and other stakeholders to assess how best to 
structure and staff the and to help identify best practices for wtirkforce supplier 

dh’ersit)-. 


** These agencies include the OCC, the OTS. the FDIC, the NCUA, the Commodity Futures 
Trading Commission, the Securities and Exchange Commission, and the Federal Reserve 
Board. Seel2U.S.C. § 1833b; 15 U.S.C. § 78d. 
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DIVERSITY IN THE CFPB'S WORKFORCE 

As of June 30 2012, die CFPB’s workforce is 49 percent women and 51 percent men. The 
CFPB workforce is comprised of 33 percent minorities. 


FIGURE 8: BUREAU-WIDE GENDER AND MINORITY STATISTICS TO 
FIRREA COMPARISONS 



FIRREA Minority Comparison 


Figures 8 compares CFPB’s workforce to die FIRREA community with respect to 
diversity by gender, race, and national origin. 


OMWI'S ROLE AT THE CFPB 

The OMWI will help all parts of the Bureau bring diverse perspectives to beat on its work 
and promote inclusive hiring and contracting practices. 


Recruitment 

As die CFPB continues to grow, die OMWI will work with the federal OMWI 
community, local and national media, and varied stakeholders to broaden awareness of 
job opportunities at the Bureau in order to promote die opportunities for women and 
minorities in its workforce and to diversify its applicant pool. In addition to promoting 
diverse ^plicant pools for immediate openings, the OMWI will work with die OHC to 
develop long-teon plans that focus on active participation at recruitment and outreach 
events for all levels of candidates. The aim is to continually support the capacity to attract 
diverse applicants and ensure that the CFPB has die benefit of a diverse and qualified 
pool of candidates for ail job openings. 
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Regulatory Oversight 

Under the Dodd-Frank Act, the OMWI must assess and monitor the diversity policies 
and practices of the entities that the CFPB supervises. The OMWI will continue to 
support the Bureau’s efforts to defme procedures for conducting this oversight, working 
with other regulatory agencies and consulting with appropriate stakeholders. 


DIVERSIFYING PROCUREMENT PARTICIPANTS 

The CFPB continues to promote diversity among the companies that compete to receive 
its contracts. The Bureau’s Procurement Office is measuring obligations for certain small 
business contracts awarded to minority-owned small disadvantaged businesses and 
women-owned small businesses against goals based on the percenu^e of total dollars 
spent or obligated on contract actions.^^ As shown in Figure 9 for FY2012 through June 
50, 2012, 10.57 percent of CFPB contract dollars went to small disadvantaged businesses. 
Of that amount, 80 percent or roughly $4.1 million was awarded to certified 8(a) firms. 
Additionally, 5.30 percent of contract dollars went to women-owned small businesses.^’ 


Obligations are measured for contract awards valued above $3,000. 

Final FY201 2 results will be validated in an annual data certification due to OMB in January 
2013. 


62 


SEMI-ANNUAL REPORT OF THE CFPB, JULY 2012 



110 


FIGURE 9: FY1 2 SOCIOECONOMIC OBLIGATIONS THROUGH JUNE 
30,2012 



21 . 1 % 

Small business 


78 . 9 % 

Large business 


Obligated 


Dollars 

Small disadvantaged business $5.1 M 

Women owned small business $2.6 M 

Service disabled veteran owned small business $1.2 M 

HubZone small business $0.9 M 

Other small business $0.4 M 


The CFPB Procurement Office will work along with the OMWI to research and develop 
strategies to increase the levels at which minority and women-owned enterprises - both 
large and small — participate in the CFPB’s contracting opportunities. The OMWI will 
also develop procedures to promote opportunities for fair inclusion of women and 
minorities within the population of contractor staff and, as applicable, subcontractor staff 
in accordance with the Dodd-Frank Act. 


63 


SEMI-ANNUAL REPORT OF THE CFPB, JULY 2012 


Ill 


APPENDIX A: 


More about the CFPB 



GENERAL INFORMATION: 


Email Address; ;■ 


Phone Number: 202-435'7000 


Mailing Address: 


Consumer Financial Protection Bureau 
ATTN: Employee Name. Division, and/or Office Number 
1700 G Street NW 
Washington, DC 20552 


CONSUMER RESPONSE/ COMPLAINTS: 


Hours of Operation: 8 am - 8 pm EST 


Toll Free #: 855-411 -CFPB (2372) 


Espahol: 855.411.CFPB (2372) 
mVTDD: 855-729.CFPB (2372) 


Fax#: 855-237-2392 


Consumer Response /Complaint Mailing Address: 


Consumer Financial Protection Bureau 

PO Box 4503 

Iowa City, Iowa 52244 


'WHISTLEBLOWERS: 


Email: \vlits6el'livM'CT.fl,?c«jn<»uner!'iha’'rc-i*:-v 


ToU Free #; 855-695-7974 
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PRESS & MEDIA REQUESTS: 


Email: p^ef«;<i'■:on^um^•Itmance^v 



OFFICE OF LEGISLATIVE AFFAIRS: 


Legisktivt Affairs: 202-435*7960 

^ CFPB OMBUDSMAN'S OFFICE: 


Email: CFPBOinlJml;miiii4\'lplk.^;; . 


Webpage: ttivw.ConsiimeiFiiiaiirf poer'omhiKbiiiaii 


Toll Free #: 855-830-7880 


Fax Number: 202-435-7888 
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APPENDIX B: 

Statutory Reporting 
Requirennents 

This Appendix provides a guide to the Bureau’s response to the repotting requirements of 
Section 1016(c) of the Dodd-Frank Act. The sections of die report identified below 
respond to Section 1016(c)’s requirements. 


Statutory 


Subsection 

1 

Reporting Requirement 

A discussion of the significant problems faced by 
consumers in shopping for or obtaining consumer 
financial products or services 

Section 

Consumer Challen^s in Obtaining 
Firuncial Products and Services - 
Shopping Challenges 

Page 

25-30 

2 

A justification of the Bureau’s budget request for 
the previous year 

Building a Great Institution: Update - 
Budget; 

Appendix H - Financial and Budget 
Reports 

52-56 

78-79 

3 

A list of significant rules and orders adopted by the 
Bureau, as well as other significant initiatives 
conducted by the Bureau, during the preceding 
year and the plan of the Bureau for rules, orders, 
or other initiatives to be undertaken during the 
upcoming period 

Appendix C - Significant Rules, Orders, 
and Initiatives 

68-70 

4 

An analysis of complaints about consumer 
financial products or services that the Bureau has 
received and collected in its central database on 
complaints durir^ the preceding year 

Consumer Challenges in Obtaining 
Finanaal Produce and Services - 
Consumer Concerns 

8-24 

5 

A list, with a brief slatemeni of the issues, of the 
public supervisory and enforcement actions to 
which the Bureau was a party during the preceding 
year 

N/AS8 

N/A 

6 

Tlie actions taken regarding rules, orders, and 
supervisory actions with respect to covered 
persons which arc not credit unions or depository 
institutions 

Appendix D - Actions Taken Regarding 
Rules, Orders, and Supervisoiy Actions 
with Respect to Covered Persons Which 
Ate Not Credit Unions or Depository 
Institutions 

71 


56 


The Bureau has been a party to no such actions during the preceding year. 
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7 


9 


An assessment of significant actions by State 
attorneys general or State regulators relating to 
Federal consumer financial law 

An analysis of the Bureau’s efforts to tulfiU its fair 
lending mission 

An analysis of the Bureau’s efforts to increase 
woiforce and contracting diversity consistent with 
the procedures established by OMWI 


N/A55 


Deliveiii^ for American Consumers 
and Leveling tlie Playing Field - Fair 
Lending 

Building a Great Institution; Update - 
Diversity and Excellence 


The Bureau has not learned of any such actions that have been filed sinceJuly21,2011. 


N/A 

48-49 

59-63 
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APPENDIX C: 

Significant Rules, Orders, 
and Initiatives 

Section 1016(c)(3) requires “a list of significant rules and orders adopted by the Bureau, as 
well as other significant initiatives conducted by the Bureau, during the preceding year 
and the plan of the Bureau for rules, orders or other initiadves to be undertaken dunng 
the upcoming period.” 

In the past year, the Bureau adopted the following significant rules and orders and 
conducted the following significant initiatives: 

■ Targeted review of inherited regulations and restatement of inherited regulations 
via interim final rules; 

■ Issuance of rules to implement Dodd-Frank Act protections concerning 
consumer remittance transfers to foreign countries; 

■ Interim final rules defining procedures for investigations, rules of practice for 
adjudication proceedings, and procedures for disclosure of records and 
information; 

■ Proposed Rule regarding defining ‘larger participants’" in certain markets: 

• Issued the Bureau s S/fpervisioii afidEsambtationMaimh 

■ Issued tlie Short-Term, SmoU-Dotiarhen&ng Examination Proceth/rey, 

■ Issued the Mort^^e Origination Exambiation Procedures, 

■ Issued the Mortage Servicing Examimtion Procedures, 

■ Notice and Opportunity to Respond and Advise process; 

■ Notice and Request for Information on checking account overdraft programs; 

■ Formal solicitation for nominations for CFPB’s Consumer Advisory Board: 

■ Release and testing of a draft periodic mortgage statement; 
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■ With the U.S. Departmentof Defense, the FTC, and the National Association of 
Attomej’s General, the development of a database to combat consumer financial 
fraud directed at military members, veterans, and their families; 

■ Witli the FDIC, the Federal Reserve, die OCC, and the NCUA, issued joint 
guidance to address mortage servicer practices that may pose risks to 
homeowners who are serving in die military; 

■ MOU with the FTC to protect consumers and avoid duplication of federal law 
enforcement and regulatory efforts: 

■ Began to lake complaints on credit cards, bank products and services, private 
student loans, and consumer loans, through the Consumer Response function; 

■ Launched Ask CFPB, an interactive online tool that helps consumers find clear, 
unbiased answers to their financial questions: 

■ Released a beta version of the Fumni iil Ad i.-onipiuiiMi .-‘f.iipii. , as part of iCw«' 
Bf/ore You Owe: Student ijMtns, an interactive, online tool designed to help tamilies 
plan for the costs of post-secondary education; 

■ Released a bulletin on third-party service providers to supervised entities: 

■ Released a compliance bulletin regarding the enforcement of Equal Credit 
Opportunity Act, and recognizing the disparate impact doctrine; 

■ Launched a public inquiry into how consumers and financial services companies 
are affected by arbitration and arbitration clauses: 

■ MOU with the prudential regulators to ensure the coordination of important 
aspects of the supervision of insured depository institutions with more than $10 
billion in assets and their affiliates: 

■ Released a report and consumer guide about reverse mor^ages; 

• Interim Final Rule providing for confidential treatment of information generated 
and obrauied by the Bureau, and establishing procedures for obtaining 
information from the Bureau as pemiitted by law: 

• Final Rule regarding confidential treatment of pti\’ileged information: 

■ Supplemental etliics reg^ilations for CFPB employees: and 

■ Interim Final Rule ensuring nondiscrimination on the basis of disability in 
programs and activities undertaken by the Bureau. 
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In the next six months, the Bureau plans tlie following significant rules, orders, and other 
initiatives: 

■ Final rules to implement Dodd-Frank Act requirements defining lenders' 
obligations to assess borrowers’ ability to repay mortgage loans, including certain 
protections from liability for ‘^qualified mor^agesf’ 

■ Final rules to implement Dodd-Frank Act escrow requirements: 

■ Additional rules to provide further guidance to remittance transfer providers; 

■ Proposed integrated disclosures and accompanying rules for mortage loans that 
satisfy' the requirements of both tlie Truth in Lending Act and the Real Estate 
Settlement Procedures Act: 

■ Proposed rules to implement Dodd-Frank Act protections for the mortgage 
market, including provisions on loan originator compensation and qualification, 
restrictions on high-cost loans, servicing practices, provision of appraisal 
documentation to consumers, and (on an interagency basis) other appraisal 
practices; 

■ Participation in interagency processes to consider mortage servicing standards; 

■ Propose rules to define the scope of the Bureau’s nonbank supervision program; 

■ Final regulations based on certain interim final rules issued since July 21, 201 1 
including diose that establish procedures for investigations and rules of practice 
for adjudication proceedings among others; 

■ Reports on private student loans and recommendations on best practices 
concerning financial advisors who work with older Americans, as contemplated 
in the Dodd-Frank Act; 

■ Continued expansion of the Bureau’s capacity to handle consumer complaints 
with respect to all products and services widiin its audiority, 

■ A pilot program to evaluate certain financial education programs in the field; 

■ Reports on various aspects of die Bureau’s work and operations, including 
reports on Consumer Response, Financial Education, Fair Lending, and Human 
Capital among others, as contemplated in the Dodd-Frank Act; and 

■ First meeting of the Consumer Advisory Board. 
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APPENDIX D: 

Actions Taken 
Regarding Rules, Orders, 
And Supervisory Actions 
With Respect To 
Covered Persons Which 
Are Not Credit Unions 
Or Depository 
Institutions 

Section 1016(c)(6) requites a report on “tile actions taken regarding rules, orders and 
supervisory actions with respect to covered persons which are not credit unions or 
depository institutions.’' In 2012, the Bureau has taken the following actions with respect 
to such companies: 

■ Proposed Rule regarding defining “larger participants'’ in certain markets; and 

■ Proposed Rule regarding procedures for supervising nonbanks that pose risks to 
consumers. 

In addition to these items, other Bureau rules apply to both depository institutions and 
non -depository mstitutions. 
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APPENDIX E: 

Reports 

The CFPB has published the following reports: 

■ July 21, 2011: Developing Our Human Capital: 

■ November 30, 2011: Consumer Response interim report on CFPB*s credit card 
complaint data; 

■ December 9, 2011: Finanaal Report of the CFPB - Fiscal Year 2011; 

■ January 31, 2012: Semi-Annual Report of the CFPB; 

■ March 20, 2012: Fair Debt Collection Practices Act; 

■ March 31, 2012: Consumer Response Annual Report; 

■ April 13, 2012: Plain Writing Compliance Reporr, and 

■ June 28. 2012: Reverse Mortage Report. 
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APPENDIX F: 


Congressional Testimony 

Senior CFPB staff have testified before Congress on the following 21 occasions: 

• February 9, 2011: Holly Petraeus before the House Committee on Veterans 
Affairs; 

■ March 16, 2011: Elizabeth Warren before the House Financial Services 
Subcommittee on Financial Institutions and ConsumerCredit; 

■ April 12, 2011: Holly Petraeus before the Senate Homeland Security & 
Governmental Affairs Subcommittee on Oversight of Government Management, 
the Federal Workforce, and the District of Columbia: 

■ May 24, 2011: Elizabeth Warren before the House Oversight and Government 
Refonn Subcommittee on TARP, Financial Services and Bailouts of Public and 
Private Programs: 

■ July 7, 2011: Raj Date before the House Financial Services Subcomirunees on 
Financial Institutions and ConsumerCredit and Overs^hi and Investigarions; 

■ July 13, 2011: Kelly Cochran before the House Financial Services Subcommittee 
on Insurance. Housing and Community Opportunity; 

■ July 14, 2011: Elizabeth Warren before the House Ovecsi^l and Government 
Reform Committee; 

■ July 28, 2011: Dan Sokolov before the House Small Business Subcommittee on 
Investigations, Oversight and Regulations; 

■ September 6, 2011: Richard Cordray Nomination Hearing before the Senate 
Banbng Committee; 

■ November 2, 2011: Raj Date before the House Financial Services Subcommittee 
on Financial Institutions and Consumer Credit;. 

■ November 3, 2011: Holly Petraeus before the Senate Banking Committee; 
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• November 15, 2011: Skip Humphrey before the Senate Banking Subcommittee 
on Financial Institutions and Consumer Protection; 

■ January 24, 2012: Richard Cordray before t)ie House Oversi^t and Government 
Reform Subcommittee on TARP, Financial Services and Bailouts of Public and 
Private Programs: 

■ January 31, 2012: Richard Cordray before the Senate Banking Committee; 

■ February 15, 2012: Richard Cordray before the House Financial Services 
Subcommittee on Oversight and Investigations; 

■ March 29, 2012: Richard Cordray before the House Financial Services 
Committee: 

■ April 26, 2012: Camille Buseite before the Senate Homeland Security and 
Governmental Affairs Subcommittee on Oversight of Government Management, 
the Federal Workforce, and die District of Columbia; 

■ June 6, 2012: Richard Cordray before the Senate Banking Committee; 

■ June 6, 2012: Gail Hillebrand before the House Financial Services Subcommittee 
on Financial Institutions and Consumer Credit: 

■ June 20, 2012: Raj Date before the House Financial Services Subcommittee on 
Insurance, Housing, and Community Opportumty: and 

■ June 26, 2012: Holly Petraeus before the Senate Committee on Banking, 

Housing and Urban Affairs. 

Written testimony submitted in connection with these appearances can be found on 
CoiiMimed*inaiuk.guy. 
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APPENDIX G: 

Speeches 

Director Richard Cordray and Deputy Director Raj Date spoke at the following public 
events: 


■ September 15, 2011: Remarks by Raj Date at Narioiial ConstituQoii Center in 
Philadelphia. PA; 

• September 20, 2011: Remarks by Raj Date at American Banker’s Regulatory 
Symposium in Washington, DC; 

■ October 10, 2011: Remarks by Raj Date at the Mortgage Bankers Association’s 
98* Annual Conference in Chicago, IL; 

■ October 26, 2011: Remarks by Raj Dale m Minneapolis, MN; 

■ December 1, 2011: Remarks by Raj Date at Consumer Federation of America’s 
Financial Services Conference in Washington, DC; 

■ December 7, 2011: Remarks by Raj Dale in Cleveland, OH; 

■ January 5, 2012; Remarks by Richard Cordray at The Brooldngs Institution in 
Washington, DC; 

■ January 17, 2012: Remarks by Richard Cordray at FDIC Board of Directors in 
Washington, DC: 

■ Januar)' 18, 2012: Remarks by Richard Cordray at U.S. Conference of Mayors in 
W'ashington, DC; 

■ Januarv' 19, 2012: Remarks by Richard Cordray at Payday Loan Field Hearing in 
Bioningham, AL; 

■ February 15, 2012: Remarks by Richard Cordray at League of United Latin 
American Citizens Conference in Wasliington, DC; 

■ February 22, 2012: Remarks by Richard Cordray at CFPB Roundtable on 
Overdraft Practices in New York, NY; 
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■ March 6, 2012: Remarks by Richard Cordmy at National Association of 
Attomej’s Geneml in Washington, DC; 

■ March 14, 2012: Remarks by Richard Cordiay at Independent Commimiry 
Bankers of America National Convention in Nashville, TN: 

■ March 16, 2012; Remarks by Richard Cordiay atSociety of American Business 
Editors and Writers in Indianapolis, IN; 

■ March 19, 2012; Remarks by Richard Cordray at Credit Union National 
Association Governmental Affairs Conference in Washington, DC; 

■ March 21, 2012: Remarks by Richard Cordray at Consumer Bankers Assoaauon 
m Austin, TX; 

■ March 28, 2012: Remarks by Richard Cordray at U.S. Chamber of Commerce in 
Washington, DC: 

■ April 10, 2012; Remarks by Richard Cordray at Operation Hope in Washington. 
DC; 

■ April 11, 2012: Remarks by Richard Cordray on launch of the Financial Aid 
Comparison Shopper in Sioux Falls, SD; 

• April 18, 2012: Remarks by Richard Cordray at the National Community 
Reinvestment Coalition in Washington, DC; 

■ April 18, 2012: Remarks by Richard Cordray at jumpStart in Washington, DC; 

• April 20, 2012: Remarks by Raj Date at Greenlining Institute Conference in Los 
Angeles, CA; 

■ May 3, 2012: Remarks by Richard Cordray at 2012 Simon New York City 
Conference m New York, NY; 

■ May 7, 2012; Remarks by Raj Date at Mortage Bankers Association National 
Secondary Market Conference in Ne\i' York, NY; 

■ May 10, 2012; Remarks by Richard Cordray at VCliite House Financial Summit in 
Washington, DC; 

■ May 11, 2012: Remarks by Richard Cordray at Michigan State University College 
of Law Commencement in East Lansmg, MI; 
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■ May 23, 2012: Remarks by Richard Cordiay at CFPB Prepaid Cards Field 
Hearing in Durham, NC; 

■ June 5, 2012: Remarks by Ricliard Cordray at \X^ite House press briefing on 
student loan transparency in Washington, DC; 

■ June II, 2012: Remarks by Raj Date at American Bankers Association 
Conference in Orlando, FL; 

■ June 11, 2012; Remarks by Richard Cordray at Wodd Elder Abuse Awareness 
Day Event tn W'ashington, DC: 

■ June 15, 2012: Remarks by Richard Cordray at American Constitution Soaety 
Conference m Washington. DC; 

■ June 21, 2012: Remarks by Richard Cordray at press conference on Military 
Permanent Change of Station (PCS) Guidance for Mortage Servicers in 
Washington, DC; and 

■ June 27, 2012: Remarks by Richard Cordray on Reverse Moi^ages Study in 
Washington, DC. 

Remarks can be found on _ .-MtiimirFiMinci-.je'V. 
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APPENDIX H: 

Financial And Budget 
Reports 

The CFPB has published the following financial reports, which are all available al 
hutlL'. r: 

■ August 3, 2011: CFO update for the third quarter of fiscal year 2011: 

■ December 9, 2011: Financial Report of the CFPB - Fiscal Year 2011; 

■ December 30, 2011: CFO update for the fourth quarter of fiscal year 2011: 

■ January 20, 2012: CFO update for the first quarter of fiscal year 2012; and 

■ May II, 2012: CFO update for the second quarter of fiscal year 2012.*® 

The CFPB has published the following Budget Documents, which are all available at 
! .oiisuiurrl'inaur^.gov budp.i: 

■ Fiscal Year 2013 Budget Justification; 

■ Fiscal Year 2013 Budget in Brief; 

” Fiscal Year 2012 Congressional Budget Justification; and 

■ Fiscal Year 2012 Budget in Brief. 

The CFPB has published the following funding requests to the Federal Reserve Board, 
which are all available at • . MisMinerPiimnce.t’ov hud^t; 

■ September 28, 2011: Funding Request to the Federal Reserve Board; 

■ October 21, 2011: Funding Acknowledgement from the Federal Reserve Board; 

In addition, the CFO update for the thud quarter of fiscal year 2012 will be made available 
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■ December 23, 2011: Funding Request to the Federal Reserve Board; 

■ January 6, 2012: Funding Acknowledgement from the Federal Reserve Board; 

■ March 30, 2012 Funding Request to the Federal Reserve Board; and 

■ April 5, 2012: Funding Acknowledgement from llie Federal Reserve Board.** 


Additional quarterly funding requests to the Federal Resen/e Board and the corresponding 
funding acicnosviedgements from the Federal Reserve Board will be made available at 
lonsum'^fl'tnattoe.qov/budovt. 


79 


SEMI-ANNUAL REPORT OF THE CFPB, JULY 2012 


APPENDIX I: 


(N 



o 

CO 


SEMI-ANNUAL REPORT OF THE CFPB, JULY 2012 


128 


APPENDIX J: 

Defined Ternns 


DEFINED TERM 


ACH 

Automated clearing house 

APR 

Annual Percentage Rate 

BUREAU 

The Consumer Financial Protection Bureau 

CFPB 

The Consumer Financial Protection Bureau 

COO 

Cliief Operating Officer 

DODD-FRANK ACT 

The Dodd-Frank Wall Street Reform and Consumer 
Protection Act 

FCA 

Farm Credit Administration 

FDIC 

The Federal Deposit Insurance Corporation 

FEDERAL RESERVE 

The Board of Governors of tlie Federal Reserve System 

FEDERAL RESERVE BOARD 

The Board of Governors of the Federal Reserve System 

FEDERAL RESERVE SYSTEM 

The Board of Governors of the Federal Reserve System 

FFETF 

Financial Fraud Enforcement Task Force 

FFIEC 

Federal Financial Instituticms Examination Council 

FIRREA 

The Financial Institutions Reform, Recovery, and 
Enforcement Act 

FLEC 

Financial Literacy and Education Commission 

FOIA 

Freedom of Information Act 

FTC 

The Federal Trade Commission 
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FY 

Fiscal year 

GAO 

Government Accountability Office 

HAMP 

Home Affordable Modification Program 

HUD 

The U.S. Department of Housing and Urban Development 

MLO 

Mortga^ Loan Otiginatocs 

MOU 

Memorandum of understanding 

NCUA 

The National Credit Union Administration 

NMLSR 

Nationwide Mortgage Licensing System and Registry 

NSF 

Non-sufficient fiinds 

OCC 

The Office of the Comptroller of the Currency 

OHC 

Office of Human Capital 

OMWI 

Office of Minority and Women Inclusion 

OTS 

The Office of Thrift Supervision 

PCS 

Permanent change of station 

PIRG 

United States Public Interest Research Group 

RFI 

Request for Information 

RMS 

Residential mortage-backed securities 

SAFE ACT 

The Secure and Fair Enforcement for Mortgage Licensing 

Act 

SES 

Supervisory Examination System 

SIGTARP 

Special Inspector General for the Troubled Asset Relief 
Program 

TREASURY 

The Department of the Treasury 

VITA 

Volunteer Income Tax Assistance 
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